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PART II 



40. ERRORS AND TRIAL BALANCES 



I 

a 



1. When there are only a few accounts; when the postings and 
additions are all verified by rechecking; if a check figure method is 
used to prove the accuracy of work; by reverse posting method when 
a self -balancing Ldger is used. 

2. Hard to say. The larger amount out of balance does not 
necessarily indicate that more errors have been made, as the smaller 
amount may be the result of a combination of several errors. All 
things being equal, the larger amount should receive attention first. 

3. The customers' accounts may be kept in a separate ledger and a 
controlling account for same be kept in the main or general ledger. 
The aggregate accounts of customers should equal the amount shown 
by the general ledger account. The balances of customers* accounts 
may be added on the adding machine, or otherwise. 



i 


4. 


Result of Errors 




Errors 


Dr. 
Excess 


Cr. 

Excess 


COKRECnONS ON BoOKS 


I 


Omission of charge 




132 GO 


Post entry to Smith's account 


2 


Unrecorded bill 






Enter the amount and post, or 
hold until paid 


3 


Interest to wrong 










side 




27 60 


Cancel with red ink, and record 
on Dr. side 


4 


Inventory not bro't 










down 




212 50 


Bring down on Dr. side 


5 


Forwarded to wrong 








side 




500 00 


Cancel and record on Dr. side 
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Errors 



8 



Brought forward 
Purchase, to wrong 
side 

Cash shortage, wrong 
posting 

Wrong side cash 
book 



Wrong side, and 
transplacement 

Excess, Cr. side 



Dr. 

Excess 



169 20 



Cr. 

Excess 



7 60 



Corrections on Books 



218 16 



387 
492 



36 
34 



87970 



87970 



Cancel in King's account and 
record on Cr. side 

Cancel, and record on Dr. side, 
Over & Short account 

(i) Cancel both entries, then 
make correct records, or (2) 
reverse former entry, then 
record correctly and post 

Cancel $2.16 in di count ac- 
count, then Cr. $ 216.00 to 
discount or rebate account 



5. Three separate trial balances should be made. The general 
ledger trial balance consists of the general accounts, comprising 
assets, liabilities, and accounts showing losses and gains, also con- 
trolling accounts for the customers' and creditors' ledgers. Separate 
lists should be made of the balances due from customers, and of the 
amounts due to creditors. The total of each list should agree with 
the balance of its respective controlling account in the general 
ledger. 

6. List all the names given in colimmar order and enter the 
amounts due opposite the respective names. Total $ 2709.83. 

7. Dr. side: Cash, Accounts Receivable (Controlling Account), 
Bills Receivable, Fixtures, Merchandise, Expense, Salaries, Labor. 

Cr. side: Capital, Accounts Payable (Controlling Account), Bills 
Payable, Merchandise Sales, etc. 
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8. These errors manifestly affected capital, causing the present 
capital to be either higher or lower, depending upon the outcome of 
the adjusted errors. 

An omitted asset caused a decrease in Capital. 

An omitted liability caused an increase in Capital. 

Now bring on to the books the required adjustments. 

For assets, Debit the Asset and Cr. Partner's %. 

For Liabilities, Cr. the Liabilities and Dr. Partner's %, or 

Adjust them into an " Adjustment Account,'* then carry to Capital 
accounts the respective amounts of difference. 



Adjustment 



Adjusting Entries 



Mdse. 



1000 00 



Expense 


Adjustment 


24s 00 


Adjustment 


Accounts Receivable 


165 00 


Insurance 

Taxes 

Interest 


Adjustment 


28 70 

3940 
90 00 


Adjustment 


Expense 


7235 


Adjustment 


Capital Accounts 


400 00 


Capital Accounts 


Adjustment 


1234 25 



1000 00 



245 00 



165 00 



158 10 



7235 



400 00 



1234 25 
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Adjustment Account 


lOOO oo 


245 00 


i6s oo 


28 70 


723s 


3940 


400 00 


90 00 


1637 35 


403 10 




Balance to 




Capital 




1234 25 


1637 35 


1637 25 



Note. — An adjusted statement of assets 
and liabilities cannot be completed as we do 
not know the valuations of the various items. 
The items affected by these adjustments 
should be changed. Capital accounts would 
be changed, increased by $400.00, then charged 
with $1234.25. Partners should be credited 
with respective portions of the salary — then 
charged with respective portions of the loss 
or adjustment $1234.25. This division is 
made as per agreement on the sharing of 
gains and losses. 



9. See explanation to Exercise 16. 
10. Trial Balance 



James Brown, Capital 




2000 00 


" Private 


640 00 




" Loan 




1000 00 


Store & Lot 


5000 00 




Mortgage Payable 




2000 00 


A. Wilson, Loan 


250 00 




Cash on Hand 


141 80 




" in Bank 


87 s 20 




Office Furniture 


45000 




Mdse. Inventory 


3400 00 




Pvurchases 


6450 00 




Sales 




15418 00 


Return Sales 


15000 




" Purchases 




236 00 


Freight 


361 00 




Expense 


1469 00 




Labor & Salaries 


3640 00 




Interest & Discount 


233 00 


119 00 


Notes Receivable 


2100 00 




Bills Payable 




1790 00 


Rent 




442 00 


Book Accounts 


445000 




Petty " 


34000 




Sundry Creditors 




6945 00 




29950 00 


29950 00 



Note. — The Bills Payable Accounts changed to $1790.00. 



40. ERRORS AND TRIAL BALANCES 9 

11. (a) See illustrations, Exercise 16. 

(b) Take the lowest amount, i, and transpose it to 10, or vice versa. 
This is the lowest transposition possible, and it is easily seen why the 
difference is 9. A transposition of i to 100 gives 99, a like result, 
though ten times as great. All transpositions or transplacements are 
changes of tens, hundreds, etc., and since a change of units to tens 
gives a difference of nine, it is self-evident that for every additional 
10 transposed the difference gives an additional 9. A change from 2 
to 20 (two lo's) gives a difference of 18, from 3 to 30 a difference of 
27, etc. 

12. Since only items affecting personal accounts have been posted, 
it follows that the contra entries, and all other accounts, must be 
posted in order that the ledger may contain a debit and a credit for 
each transaction. A purely single entry ledger will not balance ; but 
after the net gain has been added to the capital account at the end of 
the year there will be an equilibrium, provided all assets and liabili- 
ties have been entered. 

13. Effect of Errors 

(i) A loss of $10.00 unless the clerk is held liable. 

(2) The wrong account will receive credit, and though the net gain 
may not be affected wrong results are shown. 

(3) ^ Wrong account will be credited. If placed wrongly in the gen- 
eral column, it may be omitted when posting, causing an excess of 
$22.35 on the Dr. side of the trial balance. 

(4) No effect. The cash and bank accounts are too much by 
$116.00, and bills payable account does not show its true condition. 

(5) No effect. If A refuses to pay the balance of $25.00, a loss 
will be sustained. 

(6) Instead of increasing amounts receivable, a decrease has been 
made in accounts payable. A wrong result is shown in both assets 
and liabilities, but capital account is not affected. 

(7) No effect. Simply neglect to give information that should 
receive attention in case of necessity. 
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41. BRANCH STORE ACCOUNTS 



Opening Entry A*s Books 



$80000 00 
44200 00 
39500 00 



14. 

Machinery 

Accounts Receivable 

Mdse. (Inventory) 

Accounts Payable $30000 00 

Bills Payable 30000 00 

A Capital 3700 00 

For assets taken over from " A Going Concern " and liabilities as- 

siuned as per agreement. 

Cash looooo 00 

A Capital 

A's Investment 100600 00 



A Going Concern (Vendor) $100000 00 

Cash ^ $100000 00 

Amount paid " A Going Concern " in full payment for net value 
of assets and liabilities taken over this day. 

Note. — The above entries are made in the presumption that new books 
are opened, and that errors were discovered and corrected before opening the 
books. Since a lump sum was paid over for the concern as it stood, it is 
presumed that "A" assumed the loss occasioned by shrinkage in assets. If 
the money hasn't already been paid over, it is possible that *'A" may refuse 
full payment, in which case adjustment would be made into the Surplus 
Account. 

41. BRANCH STORE ACCOUNTS 

No. I 
Scranton Branch Account 



19 




19— 




Dec. 31 Mdse. 


12230 60 


Dec. 31 Cash 


14110 00 


" " Freight 


162 15 


" " Inventory 


2375 00 


" " Expenses 


32840 






" " Salary 


1200 00 






" " Gain 


2563 85 
16485 00 








16485 00 


Jan. I Inventory 


2375 00 
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II 



No. 2 

Journal 

Boston Yeast Co, — Home Office 



Jan. 


I 


Chicago Branch 
Mdse. 
Cash 


1300 00 


1000 00 
300 00 


Feb. 


n 


Chicago Branch 
Mdse. 


2300 00 


2300 00 


i( 


n 


Cash 

Chicago Branch 


500 00 


50000 


Mar. 


I 


Chicago Branch 
Mdse. 


1500 00 


1500 00 


(( 


il 


Cash 

Chicago Branch 


1200 00 


1200 00 


tt 


31 


Chicago Branch 

Loss and Gain 


600 00 


600 00 



ig— 



Ledger 

Boston Yeast Co. — Home Office 





Chicago Branch Account 






Jan. I Mdse. 


1000 00 


Feb. 


I 


Cash 




500 00 


" " Cash 


300 00 


Mar. 


I 


(( 




1200 00 


Feb. " Mdse. 


23(5o 00 


it 


31 


Balance 




4000 00 


Mar. " " 


1500 00 






Mdse. 


2500 




" 31 Loss & Gain 


600 00 






Accts. 
Cash 


1300 
200 






5700 00 


S700 00 


Jan. I Balance 


4000 00 













Note. — The head ofl5ce would of course have other transactions than 
those with the branches. 
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41. BRANCH STORE ACCOUNTS 





No. 3 








Journal 






Jan. 


Chicago Branch 
I Mdse. 


1000 00 




Feb. 


Cash 

Home Office 
I Mdse. 

Home Office 




30000 
2300 00 


130000 
2300 00 


Mar. 


" Home Office 

Cash 
I Mdse. 

Home Office 
" Home Office 

Cash 
31 Cash 

Accts. Receivable 




50000 

1500 00 

1200 00 

1600 00 
1300 00 


500 00 
1500 00 
1200 00 




Mdse. 
Mdse. 

Loss & Gain 




600 00 


2900 00 
600 00 




Loss & Gain 




600 00 






Home Office 






600 00 




Ledger 








Boston Yeast Co, - 


— Chicago Branch 

• 






Home Ojffu 


ce Account 

• 




Feb. 


I Cash 500 00 


Jan. I 


Mdse. 


1000 00 


Mar. 


1200 GO 


(( ti 


Cash 


300 00 


11 


31 Balance 4000 00 


Feb. I 


Mdse. 


2300 00 






Mar. " 


(( 


1500 00 






'' 31 


Loss & Gain 


600 00 




S700 00 


570000 



Jan. I Inventory 



4000 00 



Note. — The various accounts of the branch are shown in the following 
trial balance. 
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Trial Balance 






Chicago Branch 






Home Office 




4000 00 


Mdse. 


2500 00 




Accounts Receivable 


1300 00 




Cash 


200 00 
4000 00 






4000 00 


No. 4 






Journal, Dec. 31, ig — 






Head Office 






Harrisburg Branch 


1 140 00 




Mdse. 




1 140 00 


Harrisburg Branch 


6s 00 




Cash (freight) 




65 00 


Harrisburg Branch 


90 00 


, 


Cash (Manager's Salary) 




90 00 


Harrisburg Branch 


120 00 




Cash (Rent) 




120 00 


Cash 


21885 




Harrisburg Branch 


16 40 




Harrisburg Branch 




23s 25 


Accts. Receivable 


1044 60 




Harrisburg Branch 




104460 


Cash 


875 20 




Accoimts Receivable 




875 20 



14 



41. BRANCH STORE ACCOUNTS 



Ledger 

Head Office — Phila. Bread Co. 



19— 




Dec. 31 


Mdse. 


(( n 


Freight 


(( 11 


Salary 


U (( 


Expenses 


(( u 


Rent 



Jan. I Inventory 



1 140 00 


19- 

Dec. : 


65 00 


u 


90 00 


il 


16 40 


il 


120 00 




143 1 40 




145 65 





" Accts. Rec. 
*' Inventory 
" Loss 



235 25 
1044 60 

US 65 
5 90 

1431 40 



No. 5 

Branch Store of Geo. Bennett 

Statement, Dec. 31, 19 — 

Trading Statement 



Cost 


Prockbds 


19— 


, 


19 




Jan. I Stock on hand 


2150 00 


Dec. 31 Sales 


24000 00 


Dec. 31 Purchases 


21000 00 






Deduct 


23150 00 






Stock on Hand 


2000 00 
21150 00 






" " Gross Gain car- 




- 




ried down 


2850 00 
24000 00 








24000 00 
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IS 



Profit & Loss Statement 



Dec. 31 Salary of Mgr. 


480 00 


Dec. 31 Gross Gain brought 


" '' Expenses 


210 00 


down 2850 00 


" '' Com. of Mgr. 






10% of Gross 






Gain ($2850) 


285 00 




Net Gain 


1875 00 
2850 00 




• 


2850 00 



Cash Account 



Dec. 31 Balance 


75 00 


Dec. 


31 


Manager's Salary 


" " Sales 


23600 00 






I yr. 480 00 




• 


(( 


(( 


Com. of Manager 










10% of Gross 

Gain ($2850) 285 00 






n 


u 


General Expenses 

I yr. 210 00 






u 


(( 


Purchases 21000 00 






11 


il 


Balance 1700 00 




2367s 00 


2367s 00 


Jan. I Balance 


1700 00 









There is due to Geo. Bennett: 
Mdse. on Hand 
Cash on Hand 
Accounts Receivable 

Total due 
His original outlay 
His Net Gain 



$2000 00 
1700 00 
400 00 
4100 00 
222s 00 
1875 00 



i6 
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No. 6 
Branch Store — Wm. Mackey 



TkiAL Balances 


Jan. 1 


, 19— 


Dec. 31, 19 — 


Mdse. Inventory 


3748 25 




3748 25 




Furniture & Fixtures 


72 54 




99 94 




Interest 




7 24 


1465 


7 24 


Rent 


8250 




247 50 




Sundry Expenses 






62 50 




Salaries 






75000 




Bills Receivable 


168 29 




136 18 




Accounts " 


39247 




475 22 




Sales 








7724 92 


Return Sales 






214 67 




Bills Payable 




147 62 




36844 


Accounts " 




24685 




229 68 


Purchases 






5638 74 




Return Purchases 








127 54 


Cash 


17680 




1059 31 




Wm. Mackey 




4239 14 


250 00 


4239 14 




4640 8s 


4640 85 


12696 96 


12696 96 




■ 

1 
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Cash Statement, Dec. 31, 19 — 



Receipts 



Balance 

Accounts Receivable 
(see analysis below) 



Balance for Dec. 31, 19 — 1059 31 





Payments 


17680 


Purchases 


5307 55 


7459 61 


(see analysis below) 






Rent 


165 00 




Sundry Expenses 


62 50 




Salary (Manager 10 mo 


.) 750 00 




Wnti. Mackey 


250 00 




Furniture 


27 40 




Interest 


146s 




Total Payments 


6577 10 




Balance 


1059 31 


7636 41 




7636 41 


IOS9 31 




• 



Analysis Sheet 



Cash Analysis of Accounts Receivable 



Jan. I Accts. Rec. 

Balances 
" " Bills Rec. 
Dec. 31 Sales (less 

returns) 



392 47 
168 29 

75i"> 25 
8071 CI 



Less 
Dec. 31 Accts. Rec. 

475 22 
Bills Rec. 136 18 611 40 



Cash Rec. 



7459 61 



Cash Analysis op Accounts Payable 



Jan. 


I 


Accts. Payable 








Balances 


24685 


n 


t( 


Bills Payable 


147 62 


Dec. 


31 


Purchases (less 








returns) 


5511 20 
5905 67 






Less 




Dec. 


31 


Accts. Pay. 

229 68 


• 






Bills Pay. 368 44 


598 12 



Cash Paid 



5307 55 



i8 
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Branch Store. Wm. Mackey 
Trading^ Statement, Dec. 31, 19 — 



Cost 


PSOCEEDS 


Goods on hand Jan. i 


3748 25 


Sales 


7724 92 


Purchases 5638 74 




Deduct Returns 


214 67 


Less returns 1 27 54 


5511 20 
9259 45 






Deduct Inventory 


4247 38 
5012 07 






Gross Gain 


2498 18 
7SIO 25 








7SIO 25 



Loss & Gain Statement, Dec. 31, 19 — 



Interest 7 41 


Gross Gain brought 


Rent 247 50 


down 


Sundry Expenses 62 50 




Salaries 750 00 




Accrued Interest (unpaid) 4 27 




Depreciation of Fur. & Fix. 




Cost 99 94 




Value 87 69 12 25 




Net Gain 1414 25 




2498 18 





2498 18 



2498 18 
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Balance Sheet, Dec. 31, 



Assets 



Mdse. Inventory 
Fur. & Fix. 

Cost 

Depreciation 
Bills Receivable 
Accounts " 
Cash 
Total Assets 



99 94 
12 25 



4247 38 



8769 
136 18 
475 22 

1059 31 
6005 78 



6005 78 



Liabilities 



Accrued Interest (unpaid) 4 27 



Bills Payable 


368 


44 


Accounts Payable 


229 


68 


Total Liabilities 


602 


39 


Capital Account 






Wm. Mackey's Capital 






Mackey^s 4239 14 






Net Gain 1414 25 







5653 39 
Withdrawal 250 00 

Wm. Mackey's 

Present Capital 



5403 39 
6005 78 



No. 7 
Combined Trial Balance, Dec. 31, 



• 


Denver Branch 


Head Office 


Cash 


25400 




646 00 




Bills Receivable 






2968 00 




Accts. Receivable 


940 00 




375000 




Denver Branch Acct. 






2914 00 




Head Office Acct. 




2914 00 






BiUs Payable 




• 




3752 00 


Accts. " 




460 00 




487300 


Sales 




7480 00 




10378 00 


Purchases 


8110 00 




12675 00 




Furniture 


400 00 




2200 00 




Expenses 


1150 00 




385000 




Capital 








loooo 00 




10854 00 


10854 00 


29003 00 


29003 00 
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Denver Branch 
Profit & Loss Statement, Dec. 31, 



Purchases 


8110 00 


Sales 


7480 00 


Deduct Inventory 


2677 00 






Cost of Sales 


5433 00 






Expenses 


1150 00 






Depredation: 








Furniture 


40 00 






Bad Debts 


47 00 






Net Gain, Cr. to Head 








Ofl5ce Acct. 


810 00 
7480 00 








7480 00 



Denver Balance Sheet, Dec. 31, 19 — 



Assets 



Cash 


25400 


Inventory 


2677 00 


Accts. Rec. 940 00 




5 % reserved for 




Bad Debts 47 00 


893 00 


Furniture 




Depreciation 400 00 




10% 40 00 


360 00 




4184 00 



Liabilities 



Accounts Payable 460 00 

Balance due H. O. 2914 00 
Net Gain 810 00 

Present Balance 
due Head Office 3724 00 



4184 00 
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Head Office 





Trading Statement, Dec. 


3i»i9— 




Purchases 
Deduct Inventory 

Gross Gain 


12675 00 
7590 00 
5085 00 

5293 00 
10378 00 


Sales 




10 378 00 




10378 00 



Profit & Loss Statement, Dec. 31, 19 — 



Expenses 


385000 


Gross Gain bro't down 


529300 


10^0 Depreciation of 




Net Gain from Denver 




Furniture, 2200 


220 00 


Branch 


810 00 


Reserved for Bad Debts 








5% Acct. Rec, 3750 


187 50 






Net Gain 


1845 50 
6103 00 








6103 00 



Balance Sheet, Dec. 31, 



Assets 



Cash 

Accts. Rec. 3750 00 

5 % reserved 

Bad Debts 187 50 

Bills Receivable 

Denver Branch 

Inventory 

Furniture 2200 00 

Depreciation 



646 00 



3562 50 
2968 00 
372400 
7590 00 



Total Assets 



220 00 1980 00 
20470 50 



Liabilities 



Bills Payable 
Accounts " 
Total Liabilities 
Capital 1 0000 00 

Net Gain 1845 50 

Present Capital 



3752 00 

4873 00 
8625 00 



I 1845 50 



20470 50 



22 
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42. PREPARING FINANCIAL STATEMENTS 



Thompson & Mackey 



I. 



Trading Statement, Dec. 31, 19 — 







, 




Charges 




Crrdits 




Inventory Jan. i , 19 — 


3600000 


Sales (less returns) 


175082 00 


Purchases 


9000000 


Inventory, Dec. 31, 19 — 


1500000 


Freight 


125000 






Labor 


39150 00 






Gross Gain, carried to 








Profit & Loss 


2*3683 00 
190083 00 


9 






190082 00 



Profit & Loss Statement 



] 


Debits 




Credits 






Salaries 




800000 


Gross Gain from Trading 






Discount on Sales 




150000 


Statement 




2368200 


Bank Charges 




72500 


Discount on Purchases 




50000 


Stable Expenses 




3SOOO 


Net Loss 




40300 


Rent 


S300000 




Thompson } $2ox 


SO 




Less Sublet 


xooooo 


200000 


Mackey \ 201 


so 




Traveling Expenses 




260000 








Expenses 




8x0000 








Insurance 


$x8oo 10 










Unexpired 


Soooo 


131000 
^58500 










34585 00 



Percentages 



Gross Gain — 15.6 % on Turnover of 151400 00 

NetLoss -i% 15140000 

Trial Balance 304232 00 
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Thompson & Mackey 



Balance Sheet, Dec. 31, 



• 

Assets 




Liabilities 


Plant 


8500000 


Bills Payable 


825000 


Merchandise 


1500000 


Creditors 


2800000 


Bills Receivable 


620000 


Total Liabilities 


3625000 


Debtors 


2000000 


Capital Accounts 




Insurance Unexpired 


50000 


W. J. Thobipson 




Cash 


547 00 


Investment 60000 00 




Total Assets 


127247 00 


Less Net Loss \ 201 50 








Present Capital 


S979850 






Wm. Mackey 








Investment 3 1 400 00 








Less Net Loss \ 201 50 








Present Capital 


3119850 


. 


127247 00 


12724700 







No. 2. 



Brown & Jones 
Trading Statement, Dec. 31, 19 — 



Charges 



Inventory, Jan. i, 1908 
Purchases 
Wages 

Gross Gain, carried to 
Profit & Loss Account 



900000 

8900000 

400000 

1800000 
12000000 



Credits 



Sales 
Inventory 



8000000 
4000000 



X20000 00 
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Profit & Loss Statement 



Debits 


Credits 


Expenses 




120000 


Gross Gain brought from 




Rent 




laoooo 


Trading Statement 


1800000 


Interest on 


60000 








Bills Payable 


40000 


1000 00 






Reserve for Bad Debts 




120000 






Business Gain, down 




1340000 
1800000 








1800000 


Interest due Brown 


1000 00 








" Jones 


150000 


250000 


Busmess Gain, down 


1340000 


Salary " Brown 


150000 








" Jones 


180000 


330000 






Net Gain 




760000 


• 




G.Brown } 


2533 33 








L. Jones } 


506667 










1340000 


1340000 



Percentages 

Gross Gain >» 39 % on Turnover of 62000 00 

Net " - 12I % " " " 62000 00 

Business " -> 26.8 % " Investment of 50000 00 

Net " = 15.2 % 50000 00 

Trial Balance 146000 00 
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Brown & Jones . 
Balance Sheet, Dec. 31, 19 — 



Assets 



Mdse. 

Bilb Receivable 

Accounts " 

Machinery 

Cash 



4000000 
800000 

1200000 

1380000 
220000 

7600000 




7600000 



Liabilities 



Bills Payable 
Accounts " 
Interest Accrued 
Reserved for Bad Debts 



Investment 
Int. on Cap. 
Salary 
Net Gain 



Capital Accounts 
G. Brown 

2000000. 
1000 00 
150000 
2533 33 



Less Withdrawals 
Present Capital 



25033 33 
200000 



Investment 
Int. on Cap. 
Salary 
Net Gain 



Less Withdrawak 
Present Capital 



L. Jones 

3000000 
150000 
180000 
506667 

38366 67 
300000 



600000 

lOOOOOO 

40000 

120000 

1760000 



23033 33 



35366 67 
7600000 



No. 3. 



Corporation 
Trading Statement, Dec. 31, 19 — 

Trial Balance $110375 00 



Charges 


Credits 


Inventory, Jan. i, 1908 




900000 


Sales 


7 


1780 


00 




Purchases 


$4950900 




Less Returns 




624 


00 




Less Returns 


100 00 


4940900 










7115600 


Wages 


72t8oo 














Wages Unpaid 


19500 


741300 
65822 00 












Deduct Inventory 




lOOOOOO 












Cost of Goods Sold 




55822 00 












Gross (iain 




1533400 

7II5600 














7115600 
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Profit & Loss Statement 



Debits 


Credits 


Trade Expenses 


300000 


Gross Gain from Trading State- 




Salaries 


105000 


ment 


15334 00 


Rent 


87000 


Discount on Purchases 


12000 


Commissions 


46500 






Discount on Sales 


10500 






Depreciation Machinery & Tools 


70000 






" Furniture & Fixtures 


62 70 






Reserved for Bad Debts on Bills Re- 








ceivable 


50000 






Reserved for Bad Debts on Accounts 








Receivable 


3263s 




* 


Advertising (unpaid) 


10900 






Net Gain 


8265 95 
15454 00 








IS4S4 00 



Percentages 



Gross Gain =» 27^% on Turnover of 55822 00 

Net " =15% 5582200 

Trial Balance 11037500 



Corporation 
Balance Sheet, Dec. 31, 19 — 



Assets 


LlABILCTIES 


Mdse. 


lOOOOOO 


Bills Payable 


1270000 


Bills Receivable 


lOOOOOO 


Accounts " 


35 00 


Accounts " 


652700 


Accrued Wages (unpaid) 


19500 


Machinery & Tools 


560000 


Reserve for loss on Bills 




Furniture & Fixtures 


56430 


Receivable 


50000 


Cash on Hand 


62 00 


Reserve for loss on Accounts 




Cash in Bank 


iSoiS 00 


Receivable 


3263s 




4777100 


Advertbing (unpaid) 


10900 






Total Liabflities 


13865 35 






Capital Stock 25400 00 








Surplus from last year 240 00 








Net Gain 8265 95 








Present Capital 


33905 95 




47771 30 


47771 30 
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Manufacturing Concern A & B 
Balance Sheet, Jan. ist, 19 — 



Assets 



Mdse. 

Plant & Machinery 

Depredation 

Accounts Receivable 

Reserved for Bad Debts 

Cash 

Loan Account 

Unexpired Insurance 



2300000 



3SOOOOO 




350000 


3150000 


2500000 




75000 


24250 00 




20000 




700000 




575 00 



86525 00 



86525 00 



Liabilities 



Creditors 

Bank Overdraft (secured) 
Total Liabilities 

Capital Accounts 



400000 
500000 
900000 



Investment 
Interest on Capital 
Net Gain 

Investment 
Interest on Capital 
Net Gain 



B 



3SOOOOO 
210000 
9283 33 46383 33 



2500000 
150000 

4641 67 31141 67 
86525 00 



Trading Statement, Jan. ist, 19 — 



Debits (Cost) 


Credits (Proceeds) 


Inventory, Jan. i, 1907 
Labor 
Freight 
Purchases 

Inventory, Dec. 31, 1907, 
Cost of Goods Sold 
Gross Gain 


deducted 


1500000 
2400000 
150000 
38000 00 
78500 00 
23000 00 
5550000 
3950000 
9500000 


Sales 




9500000 




9500000 
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Profit & Loss Statement, Jan. ist, 19 — 



Debits 


Credits 


Salaries 






600000 


Gross Gain from Trading 




Traveling Expenses 






250000 


Statement 




39500 00 


Interest 






60000 


Rent of Steam Power 


150000 


Stationery & Printing 






120000 






y^ 


Rent & Taxes 






350000 




> 


y^ 


Discounts & Allowances 






125000 




y^ 




Fuel 






300000 




>/ 




Insurance 


1150 


00 






/ 




" Unexpired 


575 00 


575 00 




X 




General Expense 






60000 








Reserved for Bad Debts 






75000 








Depreciation of Machinery 














& Plant 






350000 








Business Gain<:arried down 






1752500 
4100000 












4100000 


Interest due A 






2100 00 








" B 






150000 








Net Gain { ^ \ 


9283 
4641 


33 
^7 


13025 00 


Business Gain brought down 


1752500 








1752500 






i7525_oc> 

















Note. — A greater division of above items would be permitted. 



Closing Journal Entries 

Trading Account 63500 00 

Labor Account 

Freight '' 

Purchases " 
(Inventory 15000 00 already in the account.) 
Sales Account 95000 00 

Trading Account 
Trading Account 395oo 00 

Rent of Steam Power 1500 00 

Profit & Loss Account 
Profit & Loss Account 23475 00 

Salaries Account 

Traveling Expenses 



24000 00 

1500 00 

38000 00 



95000 00 



41000 00 

6000 00 
2500 00 
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Interest 


600 00 


Stationery & Printing 


1200 00 


Rent & Taxes 


350000 


Discounts & Allowances 


1250 00 


Fuel 


3000.00 


Insurance 


57500 


General Expenses 


600 00 


Reserve for Bad Debts 


75000 


Machinery (depreciation) 


350000 


Profit & Loss 17525 


00 


A (Interest) 


2100 00 


" (Profits) 


9283 33 


B (Interest) 


1500 00 


" (Profits) 


4641 67 



43. CONSOLIDATION OF BUSINESS FIRMS 



I. 



Cash 

Mdse. 

Furniture 

Bills Receivable 

Accoimts 



tt 



Entries on New Firm's Books 



Bills Payable 
Accounts " 
L. M. Coffin 



650 00 
3100 00 
800 00 
740 00 
685 00 



1500 00 

475 00 
4000 00 



Cash 




325 00 




Mdse. 




2650 00 




Furniture 




1050 00 




Bills Receivable 




450 00 




Accounts " 




890 00 






Bills Payable 




900 00 




Accounts " 




76500 




B. R. King 




3700 00 



30 43- CONSOLIDATION OF BUSINESS FIRMS 

Cash 2300 00 

L. M. Coj6&n 1000 00 

B. R. King I3CX5 00 

Note. — Entries on private books of each partner would be the reverse 
of 'the above group entries, substituting the new firm's name for the part- 
ner's name. The Capital Accounts are then closed into the new firm's ac- 
count, and all ruled off. 



Trial Balance, Coffin and King 



Cash 


327500 




Merchandise 


575000 




Furniture 


1850 00 




Bills Receivable 


1 190 00 




Accounts " 


157500 




Bills Payable 




2400 00 


Accounts " 




1240 00 


L. M. Coffin, Capital 




5000 00 


B. R. King, 




5000 00 




13640 00 


13640 00 


2. Journal, Barnes, Hindley, and Company 




Mill and Ground 


20000 00 




Machinery and Equipment 


5600 00 




Grain 


57000 




Bran and Feed 


500 00 




Flour 


1250 00 




Cash 


1320 00 




Notes Receivable 


2200 00 




Interest " 


120 00 




Accounts " 


325000 




Mortgage Payable 




6500 00 


Interest 




15000 


Notes 




2500 00 


Accounts " 




5660 00 


I. R. Barnes, Capital 




loooo 00 


F. W. Barnes, " 




loooo 00 



34810 00 34810 00 
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Including all the Assets and Liabilities of the firm Barnes Bros. ^ 
taken over this day as per agreement executed and signed. 

Total Assets 34810 00 

Total Liabilities 148 10 00 



Store and Warehouse 


18000 00 




Furniture and Fixtures 


4800 00 




Horses and Wagons 


1420 00 




Stable Supplies 


220 00 




Merchandise 


1555000 




Accounts Receivable 


4610 00 




Notes 


480 00 




Cash 


2130 00 




Edward Hindley • 


970 00 




Alfred Brown 


73000 




Notes Payable 




514000 


Accounts. " 




8490 00 


Salaries 




280 00 


Edward Hindley, Capital 




• 
20000 00 


Alfred Brown, 




15000 00 



48910 00 48910 00 

Including all the Assets and Liabilities of the firm of Hindley and 
Brown taken over as per agreement executed and signed this day. 

Total Assets 48910 00 

" Liabilities 13910 00 

In the consolidation it is assumed that all of the accounts are to be 
kept in the one set of books, with the required complement of records, 
ledgers, order books, etc., and the necessary subdivision of accounts. 

The mill may rightfully be considered as the manufacturing de- 
partment and requiring its suitable accounts, while the store is the 
trading end and necessitates the proper accounts for sales distribu- 
tion, etc. 

Closing Entries, Barnes Brothers' Books 

Barnes, Hindley & Co. 34810 00 

Mill & Ground 20000 00 

Machinery & Equipment 5600 00 

Grain 570 00 
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Bran & Feed 




SCO 00 




Flour 




1250 00 




Cash 




1320 00 




Notes Receivable 




2200 00 




Interest 




120 00 




Accounts " 


6500 GO 


325000 


Mortgage Payable 




Interest " 


• 


150 00 




Notes 




2500 00 




Accounts " 




5660 00 






Barnes, Hindley & Co. 


loooo 00 


14810 00 


A. V. Barnes 


« 




H. B. " 




lOdOO GO 






Barnes Hindley & Co. 




20000 00 



Hindley and Brown's Books 



Barnes, Hindley & Co. 

Sundries: 



48910 00 



Store & Warehouse 

Furniture & Fixtures 

Horses & Wagons 

Stable Supplies 

Mdse. 

Accounts Receivable 

Notes " 

Cash 

Edward Hindley 

Alfred Brown 



Sundries: 

Notes Payable 

Accounts 

Salaries 



It 
ti 



Barnes, Hindley & Co. 



Edward Hindley 
Alfred Brown 



Barnes, Hindley & Co. 



514000 

8490 00 

280 00 

20000 00 
15000 00 



18000 00 

4800 00 

1420 00 

220 00 

15550 00 

4610 00 

480 00 

2130 00 

970 00 

730 00 



13910 00 



35000 00 
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2. 



Ledger Accounts and Trial Balance 



Capital Accounts 






J. R. Barnes Co. 




loooo 00 


F. W. " 




loooo 00 


Edward Hindley 




20000 00 


Alfred Brown 




15000 00 


J. R. Barnes, Private 






F. W. " 






Edward Hindley, " 


970 00 




Alfred Brown, " 


73000 




Fixed Assets 






Mill & Ground 


20000 00 




Machinery & Equipment 


5600 00 




Store & Warehouses 


18000 00 




Furniture and Fixtures 


4800 00 




Horses & Wagons 


1420 00 


• 


Current Assets 






Cash 


345000 




Notes Receivable 


268000 




Accounts " 


786000 




Inventories: 






Mdse. in Store 


15550 00 




Flour in Mill 


125000 




Bran & Feed 


50000 




Grain 


57000 




Stable Supplies 


220 00 




Fixed Liabilities 






Mortgage Payable 




6500 00 


Current Liabilities 






Notes Payable 




7640 00 


Accounts " 




I4I50 00 


Interest Accrued 


120 00 


150 00 


Salaries Due 




28000 
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Ledger Accounts and Trial Balance — Continued 



Operating Accounts 

Brought forward 

Those p>ertaining to mill 

'' store 
Sales and Income accounts 
General Expense *' 
Manufacturing account 
Trading 
Loss & Gain 



(( 



tc 




83720 00 



83720 00 



Combined Balance Sheet 



Assets 


Notes F 


Liabilities 




Cash in Bank 




2200 00 


^ayable 


135000 


Mdse. 


• 


1040 00 


Accounts 


i( 


75000 


Notes Rec. 




1340 00 


Capital A 


2000 00 




Accoimts " 


255000 




" B 


4000 00 


6000 00 


Less Amt. Prov. 


39000 


2160 00 








Furniture & Fixtures 


160 00 








Patent 


« 


1200 00 
8100 00 










8100 00 


Cash 




Journal Entries 


1800 00 




Notes Receivable 




50000 




Accounts " 






95000 






Bills Payable 


• 


iioo 00 




Reserve for Bad Debts 




15000 




A's Capital 




200000 



44. OPENING CORPORATION BOOKS 35 



Cash 




400 00 




Notes Receivable 




84000 




MHse. 




1040 00 




Accts. Receivable 




1600 00 




Fixtures 




160 00 




Patent 




1200 00 






Notes Pajrable 




250 00 




Accts. " 




75000 




Reserve for BaA Debts 




240 00 




B's Capital 




4000 00 



44. OPENING CORPORATION BOOKS 

I. 

Cash 50000 00 

Capital Stock 50000 00 



2. 
Subscription 

Cash 


50000 00 
Capital Stork 

25000 00 
Subscription 


50000 00 
25000 00 


Note. — Or open accpunts for each subscriber. 




3- 
J. Long 


20000 00 




A. B. Little 


20000 00 


« 


R. T. Short 


loooo 00 




Unsubscribed Stock (or unissued) 50000 00 






Capital Stock 


looooo 00 


Note. - 


- Unsubscribed stock may be omitted if desired. 


Cash 


25000 00 
J. Long 


loooo 00 




A. B. Little 


loooo 00 




R. T. Short 


500000 



36 44. OPENING CORPORATION BOOKS 

4. 
Unsubscribed Stock, Common looooo 00 

Subscription, Common looooo 00 

Capital Stock, Conmion 200000 00 

Cash 25000 00 

Unsubscribed Stock, Preferred 25000 00 

Capital Stock, Preferred 50000 00 

Note. — If desired, a subscription account may be opened for the above 
payment of $ 25,000.00. 



Cash 

Subscription, Common 
Cash 


5000000 
12500 00 


50000 00 


Subscription, Common 
Cash 


• 

12500 00 


12500 00 


Subscription, Common 
Cash 


12500 00 


12500 00 


Subscription, Common 
Cash 


12500 00 


12500 00 


Subscription, Common 




12500 00 


Subscription, Preferred 


2500000 




Unsubscribed Stock 
Cash 


12500 00 


25000 00 


Subscription, Preferred 




12500 00 


Subscription, Common 


45000 00 




Stock Discount 


500000 




Unsubscribed Stock, Common 


50000 00 


Cash 


22500 00 




Subscription, Common 
Cash 


2250000 


22500 00 


Subscription, Common 




22500 00 


Subscription, Common 


5500000 




Unsubscribed Stock, Common 


50000 00 


Stock Premium 
Cash 


27500 00 


5000 00 


Subscription, Common 




27500 00 
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6. 



Subscribed Stock, 


Preferred 


50000 00 






Capital Stock, Preferred 




50000 00 


Subscribed Common Stock 


50000 00 




Unsubscribed " 


it 


5000000 






Capital Stock, Common 




looooo 00 


Cash 




25000 00 






Subscribed Stock, Preferred 




25000 00 


Cash 




loooo 00 






Subscribed Stock, Common 




loooo 00 


Cash 




10060 00 






Subscribed Stock, Common 




loooo 00 


Cash 




loooo 00 






Subscribed Stock, Common 




lOOOO 00 


Organization Expenses 


550000 






Unsubscribed Stock, Common 


550000 


Cash 


/ 


25000 00 






Subscription, Preferred 




25000 00 


Bonus 




loooo 00 






Unsubscribed Common 




loooo 00 



Bonus Stock is usually Treasury or donated 
stock. In that case the entry is: 

Bonus 

Treasury Stock 



loooo 00 



8. 
Surplus 

Capital Stock 

For increase of capital stock as per resolution 
of stockholders on date per Minute Book, 
page 



25000 00 



loooo 00 



7. 








Forfeited Stock 




1200 00 






Subscriptions 




1200 00 


Cash 




2700 00 






Forfeited Stock 




270000 


Forfeited Stock 




1080 00 






Ca,sh 




1080 00 


Forfeited Stock 




420 00 






Surplus 




420 00 



25000 00 
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Surplus 
Dividend 


Dividend 

Capital Stock 
or 


25000 00 
25000 00 


25000 00 
25000 00 


Capital 
Dividend 


Capital Stock 


25000 00 
25000 00 


50000 00 



9. No entry need be made, but if the ex- 
penses are proportioned, debit Expense and 
credit Surplus. 

Permission of state to move plant if it is deeded over 
Ground 6000 00 



Expenses 


Bonus 


30000 


6000 00 




Surplus, Rates, etc. 


60000 00 


30000 


10. 
Subscriptions 






Unsubscribed Stock 


90000 00 






Capital Stock 




150000 00 


Cash 




30000 00 






Subscriptions 




30000 00 


Organization Expenses 


30000 00 






Subscriptions 


' 


30000 00 


Franchise 


« 


5000 00 






Cash 




5000 00 


Subscriptions 




62500 00 






Unsubscribed Stock 




5000000 




Premium 




1250000 


Cash 




3125000 






Subscriptions 




3125000 


Subscriptions 




30000 00 






Unsubscribed Stock 




2000000 




Premium 




loooo 00 


Cash 




22500 00 






Subscriptions 




22500 00 
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Franchise Fee 
Profit and Loss 



Profit and Loss 



Cash 
Franchise 

Organization Expense 



lOOO CO 




t 




lOOO CO 


i o 


20O CO 








200 CO 


g 


lOOOO CO 


lOOOO CO 





The Ledger Accounts 

Capital Stock 



150000 00 



Subscription 



60000 00 



30000 00 
30000 00 



62500 00 
30000 00 



3125000 
22500 00 



Unsubscribed 



90000 00 



50000 00 
20000 00 



Organization Expense 



30000 00 



lOooo 00 
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Cash 



30000 00 
31250 00 
22500 00 



5000 00 
1000 00 



Franchise 



5000 00 



200 00 



Profit and Loss 



1000 00 
200 00 

lOOOOOO 



Premium 



12500 00 
loooo 00 
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I. Loss & Gain 

Dividend 

Surplus 


9624 31 


8000 00 
1624 31 


2. Loss & Gain 

Dividend 

Surplus 

Undivided Profits 


11372 12 


8000 00 
20CO 00 
1372 12 


3. Loss & Gain 

Surplus 


I 2 180 89 


12180 89 
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Surplus 



Dividend 



Dividend 



Cash 



Dividend 



Cash 



4. Loss & Gain 



Dividend 
Surplus 



15000 00 



7500 00 



7500 00 



529075 



Dividend 



Subscription 



4000 00 



15000 00 
7500 00 

7500 00 

4000 00 
129075 

4000 00 



Note. — Dividends are usually computed on the paid-up stock instead 
of on the subscribed, but the directors may do as they wish so long as there 
are sufficient profits. 

The Accounts 
Capital Stock Loss & Gain 



50000 00 



4000 00 
1290 75 



5290 75 



Unsubscribed Stock 



Surplus 





loooo 00 


Subscriptions 


1290 75 






40000 00 


Cash 
Dividend 


30000 00 
4000 00 






Dividend 


» 






4000 00 




4000 00 
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5. Loss & Gain 



Surplus 

Dividend, Preferred (7%) 

Dividend, Common (5%) 



10500 00 



Bond Interest 
Sinking Fund, Investment 
Dividend, Preferred 
Common 
Cash 



II 



9000 00 

8500 00 

15000 00 

20000 00 



2000 00 
350000 
500000 



Dividend, Preferred 


3500 


00 




Dividend, Common 


5000 


00 




Cash 


57500 


00 


8500 00 


6. Loss & Gain 




Bond Interest 






9000 00 


Sinking Fund, Reserve 






850000 


Dividend, Preferred 






1500000 


Dividend, Common 






20000 00 


Surplus 






500000 



5250000 



Note. — The debit balance ($945.20) now standing to Loss & Gain Ac- 
count may be closed into Surplus Account. 

Capital Stock, Preferred 





Cash 
Surplus Account 


250000 00 


Loss & Gain 


945 20 


Balance 


65000 00 






Loss & Gain 


5000 00 



Capital Stock, Common 



Cash 



500000 00 
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Bond Interest 



Cash 



9000 00 



Loss & Gain 



9000 00 



Bonds Payable 



Cash 



Bond Reserve 



Loss & Gain 



Sinking Fund 



200000 00 



8500 00 



Cash 



Sundries 



Cash 



7. Loss & Gain 



8500 00 



Loss & Gain 



5750000 



Profits 
Surplus 



Dividend Account 



15000 00 
20000 00 



Loss & Gain 

(( (i IC 



Dividend No. i 
Undivided Profits 



Dividend No. i 
Cash 
Subscription 



56554 80 
945 20 





15000 00 




20000 00 


I3S50 00 






12000 00 




185000 


12000 00 






6000 00 




6000 00 
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ib) hoss & Gain 

Dividend No. i 


lOOOOOO 
lOOOOOO 


lOOOOOO 


Dividend No. i 




Unsnb cribed Stock 




lOOOOOO 


orCs^Htal Stock 






8. Loss & Gain (Salaries) 


95000 




Officers' Salaries 


689000 


95000 


Smplas 




Loss & Gain 




689000 



Note. — Sari^us and Deficiency Account now shows a ddxt balance of 

$402SjOO. 

46. STOCK LEDGERS 
No. I. The Rogers Wheel Company 



CapUal Slock 
Jan. 2 100 shares loooo 00 



Thomas Conley 

Jan. 2 25 shares 2500 00 

Charles Beaman 

Jan. 2 25 shares 2500 00 

C. H. Banks 

Jan. 2 25 shares 2500 00 

William Ritchie 

Jan. 2 25 shares 2500 00 
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No. 2. 

19— 



Capital Stock Account 



19— 



Nov. I Authorized shares, 
200 
" " Cash 750000 

Dec. " " 750000 

Nov. " Shares not sub- 
scribed, 50 



Wagner 








Nov. I 


Subscription, 
100 shares 






It <( 


Cash 


500000 




Dec. " 


<( 


500000 


Robinson 








Nov. I 


Subscription, 
25 shares 






« (( 


Cash 


1250 00 




Dec. " 


<( 


1250 00 


Bennett 








Nov. I 


Subscription, 
25 shares 






u u 


Cash 


125000 




Dec. " 




1250 00 


Unsubscribed Stock 




■ 


Nov. I 


Unsubscribed stock, 






50 shares 
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No. 3. 



Stock Account of James Mullen 



] 


11 
Date |! 


Transfek&ed 


Acquired 


Balance 

Un- 


Yr. 


Ma 
June 


1 

Da. 
10 


JL rWkXAVyWAMUV'I 


Sh. 


Par 
Val. 


Paid 
Up 


Sh. 
50 


Par 

Val. 

5000 


Paid 
Up 


Sh. 
50 


Par 
Val. 

5000 


Paid 
Up 


1 r Aii^ 

Stock 


1912 


Allotted 






i^OOO 


it 
11 


it 

July 
Aug. 


IS 

IS 

I 


Call #1, so% 
Call #2, 50% 
Transfer to 












250C 
5000 


SO 
50 


sooo 
SOOO 


2500 

Sood 


2SOO 


11 


ti 


20 


T. Leslie 
Purchased for 


10 


1000 


1000 








40 


4000 


400c 




It 


Sep. 


I 


R. Grant 
Transfer to 








25 


2500 


2500 


6$ 


6soo 


6soo 








1 


G. Mullen 


20 


2000 


200C 




• 




4S 


4500 


4SO0 





No. 4. 



Stock Ledger, Thompson Sand Co. 



Treasury Stock, 

50 shares 
Balance 50 shares 


Harold 1 

500000 

500000 

loooo 00 


"hompsan 
By 100 shares 


lOOOo 00 




loooo 00 



50 shares 



5000 00 



William Johnson 

By 20 shares 



2000 00 
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No. 5. 



Stock Ledger, Wagner Baking Co. 

John Wagner 



Date 


Particulars 


Acquired 


Balance 


Unpaid 


Yr. 


■Mo. 

Jan. 

(( 

Jan. 


Da. 

2 

(( 

2 


Sh. 

200 
100 


Par 

Value 


Paid 
Up 

20000 
SOOO 


Sh. 

200 
300 

20 


Par 

Value 

20000 
30000 


Paid 
Up 


Stock 


1911 
1912 


Subscribed 

and rail 


20000 
lOOOO 


20000 
25000 


SOOO 


1912 


George 
Call #1 of 50% 


W 

20 


agner 
2000 


1000 


2000 


1000 


1000 



Note. — The old account of John Wagner could have been cleared out 
and then new shares entered for $ 30000.00. 



No. 6 



Quick Cement Co. 



Subscribed Stock 
New Issue of Stock 



Capital Stock Account 



30000 00 
20000 00 



Cancellation 



30000 00 



Canceled 30 shares 



James McDonald 



3000 00 



30 shares 

20 " new issue 



3000 
2000 00 
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No. 7. 



Stock Ledger, H. J. Bennett 



Date 


Particulars 


Transferred 


ACJQUTRED 


Balance 


Un- 
paid 
Stock 


Yr. 


Mo. 

Aug. 

it 
(( 

Sep. 
Oct. 


Da. 


Sh. 
IS 


Par 
Val. 

1500 


Paid 
Up 

II25 


Sh. 

20 
10 


Par 

Val. 

2000 
1000 


Paid 
Up 


Sh. 


Par 
Val. 

2000 

3000 
3000 
3000 

1500 
1500 


Paid 
Up 


1912 

n 
ti 

11 
11 
n 

It 


IS 

16 
20 

I 

15 
25 

I 


Allotted 

20 shares 
Call #1,25% 
Purchased from 

J. L. Kennard 
Call #2, 25% 

" #3,25% 
Transferred to 

N. Bartley 
Call #4, 25% 


SOO 

250 
7SO 
7SO 

375 


20 

30 
30 
30 

IS 
IS 


500 

7S0 
I SOO 

2250 

II2S 
1500 


r 

I SOO 

2250 

I SOO 

7SO 

37S 
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No. I 



Subscription 


16000 00 




Unsubscribed Stock 


400000 




Capital Stock 




20000 00 


Cash 


2000 00 




Subscription 




2000 00 


H. M. Wilson 


8000 00 




S. W. Moore 


6000 00 




Subscription 


- 


14000 00 


No. 2 




Unsubscribed Stock 


30000 00 




Capital Stock 




30000 00 


Goodwill 


2500 00 




A Capital 




2500 00 


A Capital 


12000 00 




Unsubscribed Stock 




12000 00 


Subscription 


18000 00 




Unsubscribed Stock 




18000 00 


Cash 


9000 00 




Subscription 




900000 



Note. — It would be correct to open separate accounts for the subscribers 
and omit subscription account. 
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No. 3 



Subscription 


5000000 




Grant & Harding 

Capital Stock 
Mdse. 


50000 00 
18000 00 


iQoooo 00 


Real Estate 


loooo 00 




Plant & Machinery 


20000 00 




Horses & Wagons 

Grant & Harding 
Cash 

Subscription 


2000 00 

3750000 


50000 00 

3750000 



No. 4 





Old Books 






Loss & Gain 


Closing Entries 


1800 00 






Kilns 




1000 00 




Plant 




50000 




Personal Accounts 




30000 


Buildings 


Loss & Gain 


200 00 


200 00 


Thompson 


Loss & Gain 


1600 00 


1600 00 


Goodwill 




6000 00 




Mtge. Payable 


Thompson 


6000 00 


6000 00 


Accts. 




2100 00 




Thompson 


Jjund 


4000000 


1550000 




R. R. Siding 




245000 




Kilns 




iiooo 00 




Plant 




450000 




Buildings 




440000 




Accounts Receivable 




3200 00 




Mdse. 




750 00 




Office Furniture 




300 00 




Goodwill 




6000 00 
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New Books 

Opening Entries 



Thompson 
Unsubscribed Stock 

Capital Stock 
Land 

R. R. Siding 
Kiln 
Plant 
Buildings 

Accounts Receivable 
Mdse. 
OflSce Furniture 

Goodwill 

Mtge. Payable 

Accts. " 
Thompson 

Capital Stock 



Cash 



Trial Balance 



Unsubscribed Stock 

Capital Stock 

Cash 

Land 

R. R. Siding 

Kilns 

Plant 

Buildings 

Mdse., 

Office Furniture 

Mortgage Payable 

Goodwill 

Miscellaneous Expense 

Office Exp)ense 

Printing & Stationery 

Advertising 

Office Supplies 



40000 00 
4000 00 

1550000 

2450 00 

I 1000 00 

4500 00 

4400 00 

3200 00 

75000 

300 00 

6000 00 



6000 00 



4000 00 

6000 00 
1550000 

2450 00 
iiooo 00 

4500 00 

4400 00 

75000 

300 00 
6000 00 



44000 00 



6000 00 

2100 00 

40000 00 

6000 00 



50000 00 



6000 00 
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Taxes & Rent 
Wages 
"Teaming 
Accounts Receivable 3200 00 

" Payable 2roo 00 

58100 00 58100 00 





No. 5 








Opening Entries 






Unsubscribed Stock 


40000 00 






Capital Stock 




40000 00 


Jas. Long 




12000 00 




Thos. Gray 




12000 00 






Unsubscribed Stock 




24000 00 


Subscription 




7000 00 






Unsubscribed Stock 




7000 00 


Land & Buildings 


1 


loooo 00 




Machinery & Tools 


350000 




Patents & Drawings 


1 100 00 




Materials on Hand 


2300 00 




Finished Stock 




3200 00 




Furniture & Fixtures 


900 00 


• 


Cash in Bank 


% 


245000 




Petty Cash 




5000 




Accoiints Receivable 


4560 00 




Notes 




1200 00 




Insurance Prepaid 




80 00 




Goodwill 




5200 00 






Mortgage on Buildings 




4000 CO 


• 


Notes Payable 




3.500 00 




Accounts " 




2650 00 




Tiabor Unpaid 




320 00 




Reserve for Bad Debts 




230 00 




Jas. Long 




12000 00 




Thos. Gray 




12000 00 


Treasury Bonds 




12000 00 






Bonds Payable 




12000 00 


Stock Bonus 




2400 00 






Unsubscribed Stock 




2400 00 
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Cash Book 




, 


Cash 




3SOOOO 






Subscription 




350000 


Cash 




8000 GO 




• 


Treasury Bonds 




8000 00 
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I. Joumal 



Unsubscribed Stock 


50000 00 




Capital Stock 




50000 00 


For authorized capital of Company. 


39800 00 




G and H 




K 


200 00 




Unsubscribed Stock 




40000 00 


For stock subscriptions received. 


41200 00 




Cleaning Patent 




GandH 




39800 00 


K 




200 00 


Notes Payable 




120000 


For purchase of patent and assuming of out- 






standing note, and issue of shares to G, H, 






and K. 


20000 00 




Donated Stock or Treasury Stock 




Working Capital 






or Donation Account 




20000 00 


For donation of 200 shares of stock. 


7000 00 




Subscribers 




Stock Discount 


7000 00 




Donated Stock 




14000 00 


For sale of donated stock at half price. 
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Cash 

Subscribers 
For jxiyment of 50% on subscriptions. 



SSoooo 



Working Capital 

Stock Discount 

For disposal of stock discount. 



7000 00 



350000 



7000 GO 



2. 



Entries on A's Books 



Goodwill 5000 00 

Real Estate 3000 00 

Adjustment Account 8000 00 

For Goodwill of business and increase in 
value of real estate at time of sale. 



Adjustment Account 

Mds?. 

For reduction on value of merchandis?. 



5000 00 



5000 00 



Adjustment Account 

Capital 

Closing Adjustment Account into capital. 



3000 00 



3000 00 



New Company 


47000 


00 




Real Estate 






15000 00 


Goodwill 






5000 00 


Mdse. 






25000 00 


Cash 






2000 00 


For transfer of assets to new company. 




00 




Cash 


5000 




Stock in New Company 


42000 


00 




New Company 




. 


47000 00 


For settlement in full per agreement. 






t 



4^S. IXCORPORATIOX OF GOING CONCERNS 



A's Trial BMdaace, 


.After Sale 




Company Mock 


4200000 




Cash 


5000 00 




Accounts Recei\-abie 


600000 




Capital 


« 


4500000 


Gain 




3000 00 


Accounts PavaWe 




5000 00 



5300000 5300000 

End of Six Months 
Sew Company 4500 00 

Accounts Recdvable 4500 00 

For money collected from customers and paid 

over to creditors. 

Accounts Payable 4500 00 

New Company 4500 00 

For settlement of accounts with creditors. 



New Company 500 00 

Capital Account 1000 00 

Accounts Receivable 1500 00 

P'or balance of accounts taken over by the 

Company. 

Accounts Payable 500 00 

New Company 500 00 

P'or balance due to creditors assumed by the 
Company. 

Entries on Company's Books 



A Subscription 


42000 00 




B 


42000 00 




C 


100 00 




Unsubscribed Stock 


1590000 




Capital Stock 




looooo 00 


For incorporation of Comi>any and subscrip- 






tion to stock. 
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Real Estate 

Goodwill 

Mdse. 

Cash 

A 

For purchase of assets from A. 



Cash 



B 
C 



For payment of subscriptions. 



15000 00 




5000 00 




25000 00 




2000 00 






47000 00 


42100 00 






42000 00 




100 00 



Cash 
For settlement of amount due for sale of 
business. 

Accounting with A 



5000 00 



5000 00 



Cash 



For collection of personal accounts due to A. 



4500 00 



4500 00 



4500 00 



Cash 
For payment of amount collected, to the 

creditors of A. 

Accounts Receivable 

Accounts Payable 
Surplus, or Reserve for 
Bad Accounts 
For taking over accounts receivable and 
payable from A, as per agreement. 



1500 00 



4500 00 



500 00 



1000 00 
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Company's Trial Balance (showing all accounts) 



Capital Stock 




looooo 00 




Unsubscribed Stock 


15900 00. 






A's Account 


5150000 


5150000 




B's " 


42000 00 


4200000 




C's " 


100 00 


100 00 




Real Estate 


15000 00 






Goodwill 


5000 00 






Mdse. 


25000 00 






Cash 


48600 00 


9500 00 




Accounts Receivable 


1500 00 






" Payable 




50000 




Surplus 




1000 00 






204600 00 


204600 00 
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Trial Balance, Bennett, Jewell & Co., Sept. i, 1908 



CO 

g 



Cash 

Bills Receivable : 

W. & T. Allen & Co., Note 
Goldsmith & Co., Note 
Wm. Kraft, Accept. 
Derringer & Co. " 

Mdse. 

Fixtures 

Advertising, Contract 

Accounts Receivable : 
Jas. Allison & Sons 
W. & T. Allen & Co., Note 
Boyer & Rex 
S. B. Binder 
John Beck 
Val. Baker 
Henry Britton 
S. M. Bryan 
Browning, King & Co. 
Mahlon, Bryan &r Co. 
Owen Day 
Louis Ehrmann 



31311 18 



CO 

I 



i 



Joseph Engard 
E. D. Edwards 
Joseph Ferris 
Greenwald & Co. 
Goldman & Co. 
Gilbert & Rose 
Robert Godfrey 
Leo S. Guckert 
Hirsh & Co. 
A. Harrison 
Kohn & Co. 
P. Lang 
R. F. Nell 
Wanamaker & Brown 

.Total Resources 

Bills Payable : 

Emerald Mills, Accept. 

Lippincott, Johnson & Co., Accept. 

Harris Bros., Accept. 

A. H. Love & Co., Accept. 

R. J. Bennett, Note 

Accounts Payable : 
Emerald Mills 
Harris Bros. 

Lippincott, Johnson & Co. 
Samuel Marks 
N. W. Ayer & Son 

Total Liabilities 



U 



Capital Accounts : 

R. J. Bennett, Capital 
W. F. Jewell, 
W. H. Shaw, 

Present Capital of Firm 



1000 00 

aii8 63 

316 24 

39068 



62990 

1052 OS 

2272 07 

642 20 

74300 

1 148 91 

"44 42 

1370 10 

46650 

1208 38 

454 41 
1780 14 
1306 32 

3719s 
1461 34 
93263 
311 00 
3106 63 
362 OS 
823 17 
45100 

1147 SO 
Z8860 

III 13 
S738S 



1500000 

7500 00 

I 2341 90 

"599 7S 
450000 

389455 

441735 

25572 94 

123 6.^ 

775 00 



3400000 
2000000 
Z300000 



3825 55 

9000000 

150000 

68889 



25399 SO 
152725 12 



S0941 65 



34783 47 
85725 12 



1 52725 12 



6700000 
152725 12 



This would be attached to the Bill of Sale and assigned to the new company. 
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(b) Closing Entries Old Books y Sept. i, ig — 



Modern Cloth Co. 




152725 12 




Assets 






152725 12 


Cash 


31311 18 






Bills Receivable (give in detail) 


3825 55 






Mdse. 


90000 00 






Fixtures 


1500 00 






Advertising 


68889 






Accounts Receivable (give in 








detail) 


25399 50 
152725 12 






For transfer of all resources to the Modern Cloth Co., as 


per agree- 


nient entered into this day. 




85725 12 




Liabilities 






Modern Cloth Co. 






85725 12 



Bills Payable (give in detail) 50941 65 

Accounts Payable (give in detail) 34783 47 

85725 '12 

For assuming of all liabilities by the Modern Cloth Co., as per 

agreement. 

R. J. Bennett 34000 00 

W. F. Jewell 20000 00 

W. H. Shaw 13000 00 

Modern Cloth Co. 67000 00 

For adjustment of capital accounts and account with Modern 
Cloth Co. upon receipt from said company of 670 shares of stock 
drawn to the respective partners in proportion to holdings, and in 
accordance with signed subscription list. 



(c) Opening Entries for Company, Sept. i, ig — 

Bennett, Jewell & Co. 67000 00 

Henry F. Nell 5000 00 

William Murray 2500 00 

John Doe 5000 00 

Capital Stock 795oo 00 
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The Modern Cloth Co. is incorporated this day with a capital 
authorized $100000.00. The above subscriptions have been re- 
ceived, and $ 20500.00 remains unsubscribed. 





' Cash 


12500 00 






H. F. Nell 




5000 00 


Cash Book 


William Murray 




2500 00 




John Doe 




5000 00 


For payment in full of subscriptions to stock. 






Sundries to Sundries : 






Cash 


31311 18 




Bills §.eceivable (Schedule) 


3825 55 




Accounts " (Sales Ledger) 


25399 50 




Fixtures 


1500 00 


\ 


Mdse. 


90000 00 




Advertising (Contract) 


68889 




Bills Payable (Bill Book) 




50941 65 


Accounts Payable (give singly) 




34783 47 


] 


Bennett, Jewell & Co. 




67000 00 



The entire assets and liabilities of the firm of Bennett, Jewell •& Co. 
taken over this day in full payment for 670 shares of stock which 
have this day been issued, per resolution of the directors. Minute 
Book, p. 

(rf) ' 

^, . J In General Ledger 

Show Accounts 1 << c 1 u 

General Ledger : Plan the desired accounts and open same on 

proper pages, controlling account for Accounts 
Receivable or Sales Ledger. 
Sales Ledger : Will contain only individual accounts of customers, 

and must agree with controlling account in Gen- 
eral Ledger. 

w 

Mill & Ground 20000 00 

Machinery & Fixtures loooo 00 

Ideal Manufacturing Co. 30000 00 
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Ideal Manufacturing Co. 


30000 00 


k 


Cash 




15000 00 


Mortgage Payable 




15000 00 


Organization Expenses 


490 00 




Cash 
Expense 

Cash 


265 00 


49000 
265 00 



49. AMALGAMATION OF CORPORATIONS 

1. The excess of $1300.00 would be shown on the Blackman Co. 
balance sheet as an asset of Goodwill and a credit to Surplus. The 
Metropolitan would debit Goodwill Account and credit Capital ^tock 
for $1300.00 more, which would be given to the Blackman stock- 
holders and divided by them in proportion to stock held. 

2. Steps 

1. Resolution of board of directors respecting consolidation. 

2. An agreement entered into by the directors of respective com- 
panies under their official seals. 

This agreement specifies the terms and conditions under which the 
amalgamation shall take place, the methods of carrying same into 
efifect, details of the new company, etc. 

3. This agreement is then submitted to the stockholders of each 
of the said companies for consid ration. Meeting must be called 
specially for the purpose of taking action on the consolidation. 

It is then adopted or rejected. 

Two thirds of stockholders of each company usually required to 
adopt. 

4. A joint petition is then made for new charter and canceling of 
old ones. 

5. Usual official requirements. 

6. Meeting of New Company, official business, election of officers, 
etc. 

7. Transfers to New Company, and all necessary duties. 

8. Call in stock and reissue. 

9. Ready for new business. 
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Entries on New Company's Books 



Tuckett Company 






300000 


00 




Milligan 


(( 






125000 


00 




Scales 




\ 


i 


90000 


00 




Steele 


n 






80000 


00 




(( 


ti 


Capital Stock, 

) 


Preferred 
Common 


15000 


00 


600000 00 
loooo 00 



The Southern Tobacco Company has been organized this day with 
Capital Stock of $1000000 00, consisting of 

Cumulative Preferred Stock, 7 % 600000 00 

Common Stock 400000 00 

The entire amount of preferred stock has been subscribed for, as 
shown above, and $10000 00 of the common. 

The company is to consist of an amalgamation of the above four 
companies who have this day turned over all of their assets and lia- 
bilities, per resolution of the directors and stockholders of the com- 
pany, Minute Book, p. 

Organization Expenses 15000 00 

W. H. Steele 15000 00 

For issue to him of 50 shares of preferred and 10 shares common 
for services rendered, per bill. 

Cash 390000 00 

Capital Stock, Common 390000 00 

For sale of 3900 shares of common stock. 

Assets of Tuckett Company 

Cash 15000 00 

Mdse. 40000 00 

Plant 6000000 

Real Estate 125000 00 

Goodwill 60000 00 

Tuckett Company 300000 00 

The assets and goodwill of the Tuckett Company turned over in 
full payment of 3000 shares of stock, as per resolution of directors, 
Minute Book, p. 
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Assets of Milligan Company 



Cash 




I2000 GO 




Mdse. 




30000 00 




Plant 




25000 00 




Real Estate 


/ 


32000 00 




Goodwill 

(Explanation) 


Milligan Company 


26000 00 


125000 00 




Assets of Scales Company 




Cash 




13000 00 




Mdse. 




25000 00 




Plant 




20000 00 




Real Estate 




15000 00 




Goodwill 
* (Explanation) 


Scales Company 


17000 00 


9000000 




Assets of Steele Company 




Cash 


« 


iiooo 00 




Mdse. 




18000 00 




Plant 




15000 00 




Real Estate 




18000 00 




Goodwill 


Steele Company 


18000 00 


80000 00 



Ledger Accounts 
Capital Stock, Preferred Capital Stock, Common 





Full Paid 600000 00 

Tuckett 


1 
1 

Company 


Issued 
Cash 


loooo 00 
390000 00 


Subscriptic 


in 3000000 00 


Assets 




300000 00 
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Milligan Company 



Subscription 



125000 00 



Assets 



125000 00 



Subscription 



Scales Company 



90000 00 Assets 



90000 00 



Subscription 



Steele Company 



80000 00 



Assets 



80000 00 



W. H. Steele 



Subscription 



15000 00 



Promotion 



15000 00 



Real Estate 



Tuckett Company 

MiUigan 

Scales 

Steele 



(( 



125000 00 
32000 00 
15000 00 
18000 00 

190000 00 



Goodwill 



Tuckett Company 

Milligan 

Scales 

Steele " 



II 



It 



60000 00 
26000 00 
17000 00 
18000 00 



121000 00 
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Organization Expenses 



W. H. Steele 



15000 00 



Cash 



Capital Stock 


390000 00 




Tuckett Company 


15000 00 




MiUigan " 


12000 00 




Scales 


13000 00 


• 


Steele 


iiooo 00 
441000 00 





Plant 



Tuckett Company 
Milligan 
Scales 
Steele " 



<c 



<( 



60000 00 
25000 00 
20000 00 
1500000 
120000 00 



Tuckett Company 
MHligan 
Scales " 

Steele " 



Merchandise 



40000 00 
30000 00 
25000 00 
18000 00 
113000 00 
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Trial Balance 



Organization Expanse 

Real Estate 

Good will 

Cash 

Plant 

Mdse. 



15000 00 I Capital Stock, Preferred 600000 00 
" " Common 400000 00 



190000 00 
121000 00 
441000 00 
120000 00 
113 000 00 
I 000000 00 



I 000000 00 



Closing Books of Old Company 

0, On the books of each selling company adjusting and closing entries 
ire required to record the sale, the application of goodwill, and the 
tccptance of stock from the new company in full payment. Stock 
j^^rtificates must all be called in and the goodwill apportioned to 
wockholders according to holdings. The company as such then be- 
comes dissolved. 

The following dosing entry for the Tuckett Company will be du- 
plicated in the other three companies. 



60000 00 



165000 00 



' The Tuckett Company 

Goodwill 

Capital (or Surplus) 60000 00 

For increase in value of book assets upon sale to Southern Tobacco 
Company, for sum of $300000.00 per resolutions of directors and 
stockholders. 

Surplus 165000 00 

Capital 

For adjustment of old surplus for distribu- 
tion to stockholders. 

Southern Tobacco Company 

Cash 15000 00 

Mdse. . 40000 00 

Plant 60000 00 

Real Estate 125000 00 

Goodwill 60000 00 



300000 00 
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For transfer of assets to Southern Tobacco Company per agreement 
and resolutions of stockholders, Minute Book, p. 

Stock Southern Tobacco Company 300000 00 

Southern Tobacco Company 300000 00 

Stock received from new company in full payment of assets turned 
over and distributed to stockholders in proportion to holdings. 

Capital Stock 300000 00 

Stock Southern Tobacco Co. 300000 00 

3. Prepare amended Balance Sheet for each company. 

, Same oflficial procedure for all companies, as shown in first question 

above. 

On New Company's Books 
Company No. i 5200 00 



" 3 



Company No. i 

"3 



Capital Stock, Preferred 



7800 00 




14600 00 






27600 c 


3000 00 




4000 00 




5000 00 






12000 00 



Capital Stock, Common 

For value of preferred and common stock to be taken by the re- 
spective companies. 

Assets of Company No. i 
Cash 

Mdse. 

Fixtures 

Book Debts 

Goodwill 

Reserve for Bad Debts 

Company No. i 

Note. — The goodwill may be omitted, if desired, then entered sepa- 
rately. 

Company No. i . 55 00 

Cash 55 00 

For payment of amount due over and above stock issue. 
(Similar entries are necessary for the other two companies.) 



600 00 




3200 00 




37500 




1200 00 




.3000 00 






120 00 




8255 00 
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Trial Balance New Company 



Capital Stock, Preferred 




27600 00 


. " " Common 




12000 00 


Cash 


1745 00 




Mdse. 


16000 00 




Fixtures 


337500 




Book Debts 


7200 00 




Goodwill 


12000 00 




Reserve for Bad Debts 




720 00 




40320 00 


40320 00 


Closing Entries for No, i 


• 




Goodwill 


3000 00 




Capital 




300000 


Reserve 


90000 




Capital 




900 00 


Adjustment Account 


1045 00 




Mdse. 




800 00 


Fixtures 




125 00 


Reserved for Bad Debts 




120 00 


Capital 


1045 00 




Adjustment 




104s 00 


Commercial Book Syndicate 


8255 00 




Reserve for Bad Debts 


120 00 




Cash 




60000 


Mdse. 




3200 00 


Fixtures 




37500 


Book Debts 




1200 00 


Goodwill 




3000 00 


Stock Commercial Book Syndicate 


8200 00 




Commercial Book Syndicate 




8200 00 


Cash 


5500 




Commercial Book S)aidicate 




5500 


Capital Stock 


8200 00 




Stock Commercial Book Syn- 






dicate 




8200 00 



(Make similar entries for the other two companies.) 
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51. SELF-BALANCING LEDGERS 



19— 



No. I 
Self-balancing Ledgers 

Sales Book 



Sept. 8 


W. Smith Mdse. 


S. L Fo. 


lOO CO 


" IS 


G. Miller 




150 00 


(( (( 


H. Mackey 




245 00 




Cr. Sales Acct. 




495 00 




Cr. General Ledger Controlling 








Acct. 








Dr. Sales Ledger Controlling 


i 




Acct. 







19— 


Purchase Book 


Sept. 5 


A. Gray Mdse. 


P. L. Fo. 


300 00 


" 6 


J. Wood 




400 00 


" 7 


S. Mills 

Dr. Purchases Acct. 




650 00 


_ 


135000 




Dr. General Ledger Controlling 








Acct. ' 




Dr. Purchases Ledger Control- 






ling Acct. 


1 
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Dr. 



Cash Book 

Receipts 



19— 



% Credited 



FoL. < Sales Leog. General 



Sept. I , Capital Investment 
'' 22 I W. Smith. On % 
" 25 G. Miller. On % 



" " ! Cr. Sales Ledger Cont'lg % (G. L.) 
" . " ! Dr. Gen. " " " (S. L.) 



Oct. I 



Balance on Hand 



Payments 



Sept. 


16 


u 


20 


u 


30 



a it 



li it 



A. Gray. On % 
J.Wood. On% 
Rent. Month of Sept. 

Dr. Purchase Ledger Cont'lg % 

(G. L.) 
Cr. Genrral Ledger Cont'lg % 

(P. L.) 
Balance on hand 



5000 00 
7500 
80 00 

I _ 

' 155 00 ' 5000 00 
! 155 00 



S155 00 



475500 



Cr. 




Pur. Lkdo. i General 



120 00 
230 00 

35000 



5000 



50 00 





35000 




475500 




5155 00 
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Trial Balances, Sept. 30, 19 — 

General Ledger Trial Balance 



Capital 




5000 00 


Purchase Ledger, Balance 




1000 00 


Sales 


34000 




Purchases 


135000 




Sales 




495 00 


Cash 


475500 




Rent 


5000 






6495 00 


6495 00 









Purchase Ledger Trial Balance 




General Ledger, Balance 

A. Gray 

J.Wood 

S.Mills 


1000 00 


180 00 
170 00 
650 00 




1000 00 


1000 00 









Sales Ledger Trial Balance 



General Ledger, Balance 
W.Smith 
G. MiUer 
H. Mackey 





34000 


25 00 




70 00 




245 00 
3400® 




34000 







Final Results, Sept. 30, 

Net Gain 
Present Capital 

(Prepare Columnar Balance Sheet) 



95 00 
5095 00 
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19— 



No. 2 
Purchase Book 



Oct. 3 



(( 



13 



Mdse. 



T. WiUiams 

A. Scott 

T. WiUiams 

Dr. General Ledger Controlling Account 



(( 



It 



Note. — Total posted through Journal. 



19— 



Sales Book 



1800 00 

2000 00 

700 00 



4500 00 



Oct. 


7 


<< 


20 


11 


27 







Mdse. 



ii 



11 



R. Greene 

W. Jackson 

D. Sinclair 

Cr. General Ledger Controlling Account 



Note. — Total posted through Journal. 



200 00 
650 00 
320 00 



1170 00 



ig — 



Journal 



Oct. 7 


T. Williams 60 day note 


1300 00 






Bills Payable 




1300 00 


" II 


A Scott 


1500 00 






Bills Payable 30 " " 




150000 


" 27 


Bills Receivable 


200 00 






W.Jackson 60 " '* 




200 00 


" 31 


Sales Ledger Controlling Acct. 


1170 00 






Sales 




1 170 00 




Purchases Dr. 


4500 00 






Purchase Ledger Controlling % 




450000 
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From Bill Book: 

Purchase Ledger Cont*lg % (G. L.) 2800 00 

General Ledger Cont'lg % (P. L.) 

General Ledger Cont'lg % (S. L.) 2cx> cx> 

Sales Ledger Cont'lg % (G. L.) 



2800 00 



200 00 



Note. — The above controlling entries may be omitted and postings 
made from the separate books. 

Cash Book 

Receipts 



19— 




Sales Ledger 


General 


Oct. I 


Capital Investment 




6000 GO 


" 15 


R. Greene % 


175 00 




" 27 


W. Jackson % 


400 00 






57500 


6000 GO 




Cr. Sales Ledger Controlling % in 








G. L. 




57500 




Cr. General Ledger Controlling % 








in S. L. 
Balance 










657500 


Nov. I 


537500 





Paytnents 



Oct. 7 
II 
18 

25 
31 



(( 



11 



II 



a 



Purchase 
Ledger 



General 



n 



31 



T. Williams % 

T. WUliams % 

A. Scott % 

Rent for Oct. in full 

Salaries in full to date 

Dr. Purchase Ledger Controlling 

% in G. L. 
Cr. General Ledger Controlling % 

in P. L. 
Balance on Hand 



500 00 
200 00 
300 00 



1000 00 



75 00 
125 00 



200 00 



1000 00 



5375 00 
6575 00 
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Trial Balances, Oct. 31, 

Purchase Ledger Tried Balance 



General Ledger Controlling 
T. Williams 
A. Scott 



Dr. 



4500 CO 



4500 00 



Sales Ledger Trial Balance 




General Ledger Controlling 
R. Greene 
W. Jackson 
D. Sinclair 



775 00 
25 00 
5000 

320 00 



1 1 70 00 



General Ledger Trial Balance 



Cr. 



3800 00 
500 00 
200 00 



4500 00 



Cr. 



I170 00 



I170 00 



Capital 

Purchase Ledger Controlling 

Sales Ledger Controlling 

Purchases 

Sales 

Bills Payable 

" Receivable 
Rent 
Salaries 
Cash on Hand 



Dr. 



Cr. 





6000 00 


3800 00 


4500 00 


II70 GO 


77500 


450000 






II70 00 




2800 00 


200 00 




7500 




125 00 




537500 





15245 00 , 15245 00 
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Controlling Ledgers Account 

Balance Sheet, Oct, j/, /p — 



Trial Balanci;: 


Dr. 


Cr. 


Loss 


Gain 


INV. 


Assets 


LlA. 


Capital 


r 


600000 












Purchase Ledger Control- 
















ling 


380000 


450000 










70000 


Sales Ledger Controlling 


I 170 00 


77500 








39500 




Purchases 


450000 














Sales 




117000 




\ 1 
1 




. Mdse. Inventory 








170 00 3500 00 3500 00 




Bills Payable 




280000 




* 






2S0000 


" Receivable 


20000 










20000 




Rent 


7500 




7500 










Salaries 


12500 


I125 00 










Cash on Hand 


537500 
15245 00 


- 








537500 






15245 00 


20000 


17000 
3000 


350000 


9470 00 


350000 


Net Loss 




600000 










20000 


20000 




Capital 








Net Loss 




3000 












Present Capital 




597000 




947000 


947000 









I. 



52. MANUFACTURING EXERCISES 

Manufacturing Account 



Raw Material, Jan. i 

Purchase 

Freight & Duty 

Light & Power 

Labor 

Manufacturing Expenses 

Depreciation of Machinery 

Rent of Plant 



Inventory Material, Dec. 31 
Balance, Completed Stock 
Carried to Trading Acct. 
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Trading Account 






Finished Stock, Jan. i 


Sales 


from 


Less Returns 


Manufacturing Acct. 
Salaries 


Discount on Purchases 

Inventory Stock, Dec. 31 


Discount on Sales 




Selling Expenses 
Rent of Store 




Balance, Gain 




2. Classification of Accounts 




Manufac- ' tpm,.„^ Profit & 

TURING TRADING j^^^ 


Inventory Material, Jan. i 

" Finished Stock, Jan. i 








Purchases Material 








Finished Stock 








Freight In 
" Out 


1 




Discount on Sales 






" Purchases 






Returns & Allowances 






Sales 






Labor 






Salaries Warehouse 





" Office 


1 


" Management 
Light, Heat & Power 
Shop Expenses 
Selling " 
Salesmen's Salaries 








" Expenses 
Interest & Discount 




1 


Rent of Factory 
" " Warehouse 








Depreciation Plant & Machinery 
" Office Furniture 








Repairs to Machinery 
Bad Debts 








Insurance & Taxes 


1 
1 




Advertising 

Inventory Material, Dec. 31 
Finished Stock 
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3. 



Trading Account, June 30, 19- 



Stock, Jan. i 


7000 00 Sales 


5000000 


Purchases 


37000 00 






Freight 


200 00 






Wages of Workmen 


3760 00 
47960 00 






Less Inventory (June 30] 


1 27000 00 






Cost of Sales 


20960 00 






Gross Gain 


29040 00 
50000 00 






• 


50000 00 

, — ■ 


July I, Inventory 


27000 00 




■ 


Loss & Gain Account 




Salaries, Office Clerks 


2300 00 


Gross Gain from 




Rent & Taxes 


800 00 


Trading Acct. 


29040 00 


Discounts 


100 00 


Interest Earned 


200 00 


Office Expenses 


250 00 






Traveling " 


200 00 






Depreciation on 








Buildings 400 00 








Fixtures 500 00 








Furniture 15 00 


915 00 






Reserved for Bad Debts 


500 00 






Directors' Fees 


75000 






Total Expenses 


5815 00 






Net Gain, Down 


. 23425 00 
29240 00 








29240 00 


Profits Apportioned 








Dividend 7 % 


17500 00 


Net Gain, Down 


23425 00 


Surplus 


4000 00 


Undivided Profit, Jan. i 


[ 1500 00 


Balance, Carried Dowi 


n 3425 00 
24925 00 








24925 00 






Balance, Undivided 


3425 00 


Trial Balance 


3QOOOO 00 
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Manufacturing & Tradiaj; Account, Dec. 31, 19- 



Costs 

Stock on Hand, Jan. i 

Purchases 

Royalties 

Taxes 

Coal & Water 

Repairs to Plant 

Freight Inbound 

Wages 

Selling Expense 

Depreciation ; 

Land & Buildings 

Machinery & Plant 

Patterns 

Patents 

Loose Tools 

Total 
Less Inventory 

Cost of Sales 
Gross Gain 



45000 00 
70000 00 
1000 00 
1300 00 
2250 00 
4000 00 
4000 00 
59000 00 
8000 00 

75000 
4400 00 
1600 00 

500 00 
1000 00 

202800 00 
4750000 



155300 00 
44700 00 

200000 00 



Output 



Sal'js 



200000 00 



200000 00 



Profit & Loss Ac cunt, Dec. 31, 19 — 



Debits 




Interest Paid 


5600 00 


Directors' Fees 


500 00 


Expenses 


2250 00 


Salaries 


7000 00 


Advertising 


1250 00 


Depreciation of Furniture 


100 00 


Reserve for Bad Debts 


295400 



Total 



19654 00 



Net Gam 25046 00 
Dividnd5% 750000 
Undivid d 17546 00 

44700 00 



Credits 

Gross Gain from 
Trading Acct. 



44700 00 



44700 00 
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Jones Manufacturing Co., Limited 
Statement of Assets & Liabilities, Dec. 31, 19- 



ASSETS 

Current Assets 
Cash on Hand 
Debtors 
Less Reserve for Bad Debts 

Stock of Goods on Hand 
Total Current Assets 

Property 

Machinery & Plant 
Less 10% Depreciation 

Land & Buildings 
Less 3 % Depreciation 

Patterns 

Less 10% Depreciation 

Loose Tools 
Less Depreciation 

Patents 

Less 10% Depreciation 

Office Furniture 

Less 5 % Depreciation , 

Total Property Assets 
Total Assets on Hand 

Liabilities 

Current Liabilities 
Creditors 
Bank Overdrafts 
Total Liabilities 

Capital Accounts 

Capital Stock Paid Up 
Dividend Payable 
Surplus, Profits Undivided 



73850 00 
3954 00 ' 



44000 00 
4400 00 

25000 00 
75QQQ 

16000 00 
1600 00 

12500 00 
1000 00 

5000 00 
500 00 

2000 00 
100 00 



500 00 

69896 00 
4750000 



39600 00 



24250 00 



14400 00 



11500 00 



4500 00 



1900 00 



35000 00 
4000 00 



150000 00 

7500 00 

17546 00 



II 7896 00 



96150 00 

214046 00 



39000 00 



214046 00 
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5- 



Andrews, Harrison & Hancock, Dec. 31, 1908 

Manufacturing 6* Trading Statement 



Costs 








Material: 








Chalk 16000 00 








Clay 3000 00 


13000 00 






Less material on hand 


365000 






Cost of material used 


935000 




Freight Inbound 


500 00 






T^bor 


5800 00 






Superintendence 


200 00 






Packing Material 


1500 00 






Heat and Power 


1800 00 






Factory Expenses 


75 00 






Insurance 


490 00 






Repairs to Machinery 


190 00 






Stable Expenses, i 


162 50 






Rent of Factory and Ground 


600 00 




• 


Depreciation: 








Machinery 10% of 28200 


2820 00 






Teams and Wagons, 12% of 








1000 J 


112 50 






Total Manufacturing Charges 


23600 00 




Trading Statement 








Trading Charges: 








Finished goods unsold 








(deducted) 


268 98 






First cost of goods sold 


23331 02 




Traveling Expenses 


75000 






Salesmen's Salaries 


63500 






Stable Expenses, ^ 


162 50 






Mdse. Discount 


26 00 






Depreciation on teams and 








wagons 


112 50 






Cost of Goods Sold 


25017 02 




Credits 








Sales of Goods ' 




36460 00 


100% 


Balance, Gross Gain 








Carried to Loss & Gain Acct. 


I 1442 98 




31-3% 




36460 00 


36460 00 





Manufacturing 6* Trading Statement^ Exhibit A 
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Andrews, Harrison & Hancock, Dec. 31, 19- 

Profit 6* Loss Statement 



Gains 

Gross Gain from Trading Statement 
Mdse. Discount 

Total Gains 

Charges 
Advertising 

Postage 

Stationery and and Printing 

Office Salaries 

Interest and Discount 

Depreciation : 

Furniture i2i% of $2000 
Allowance for Bad Debts i % 
" Discounts i % 

Total Charges and Expenses 

Balance, Net Gain for Distribution 

Distribution of Profits 

Net Profit for Year 

Apportioned as follows: 

Interest due Andrews 1140 
Harrison 1260 
Hancock 600 

Salary due Andrews 1500 

*•' " Harrison 1200 

Remainder divided: 

Andrews 40% 1096 39 

Harrison '' * 1096 39 

Hancock 20" 548 20 



n 



<i 



it 



it 



2500 00 

40 00 

140 00 

620 00, 

42 00 



I 1442 98 
920 00 

12362 98 



2.2% 



250 00 




165 00 




165 00 


io|% 


3922 00 


8440 98 




12362 98 


12362 98 




8440 98 


3000 00 




2700 00 




2740 98 
8440 98 




8440 98 



23% 



Profit &• Loss Statement, Exhibit B 
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6. Andrews, 


Harrison & Hancock 




Balance Sheet , Dec. 31, ig — 






Assets 






Current: 








Cash 




22477 00 




Accts. Rec. 


16500 00 






Less 2% 


33000 


16170 00 




Inventories: 








Raw Goods 


365000 






Finished Goods 


268 98 


3918 98 




Total Current Assets 




42565 98 


Fixed Property: 








Teams & Wagons 


1800 00 






Less Depreciation 


225 00 


1575 00 




Machinery & tools 


28200 00 






Less depreciation 


2820 00 


25380 00 




Furniture 


2000 00 






Less Depreciation 


250 00 


175000 




Total fixed Property 






28705 00 


Total Assets 


Liabilities 




71270 98 
71270 98 


Accoimts Payable 






12605 00 


Capital Accounts: — 








Andrews 




231 I I 39 




Harrison 




2440639 




Hancock 




I I 148 20 




Capital of Firm 






58665 98 
71270 98 



Note. — Notes under discount at bank not due, $4790.00. 
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Analysis of Capital Accounts 





Andrews 


Harrison 


Hancock 


Investment 
Add Interest 

'' Salary 

" Rent 

" Net Profit 


19000 00 

1 140 00 

1500 00 

600 00 

1096 39 


21000 00 
1260 00 
1200 00 

1096 39 


lOOOO 00 
600 00 

548 20 


Total Credit 
Less Drawings 


23336 39 
225 00 


24556 39 
15000 


I I 148 20 


Net Capital 


231 I I 39 


2440639 


I I 148 20 


Percentage on Total Sales 


Gross Gain 
31.3% 


Net Gain 
23% 


Expenses 

2.2% 



63. DESIGNING COLUMNAR BOOKS 

I. Books : 

Sales Book, containing columns for the three departments, and a 
total column. 

Journal, regular two-column form. 

Cash Book, with columns as follows: Dr. Side — Sundries, each de- 
partment, Accounts Receivable, Discount Dr., Bills Receivable. 

Cr. Side — Sundries, each department. Discount Cr., and for Expenses. 

Customers^ Ledger, containing accounts with the various customers. 

General Ledger, Containing the general accounts, and controlling 
account with Customers* Ledger. 

BiU Book, containing notes received from customers, and notes 
given. Postings either from this book or through Journal. 

Continued Trial Balance, containing columns for 1 2 months. 

Purchases are not entered up until paid, then entered in Cash Book 
to respective departments. 

Cash Register or sales slips for each department to keep record of 
cash receipts. 
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Accounts : 

Capital, Private, Real Estate, Store Fixtures, Accounts Receivable, 
Bills Receivable, Cash, Merchandise or Trading Account, each depart- 
ment, various expense and salary accounts. Loss & Gain, etc. 

2. Books Required : 

Purchase Book, with special column for each department, for record- 
ing material purchased. 

Sales Book, with Sales and Repairs column for each department, or 
a separate loose-leaf record for sales and repairs for each department, 
afterward bound together or separately in departments. 

Ctistomers' Ledger, showing an account for each customer, enter 
both sales and repairs in the same account. 

Purchase Ledger, containing accounts with creditors. 

General Ledger, containing the general accou ts and controlling ac- 
coimts with Purchase and Customers' Ledgers. 

Cash Book, with columns as follows: 

Dr. Side — Sundries, Customers, Discount Dr., Sales and Repairs 
columns for each department (if advisable), for the repairs at least. 

Cr. Side — Sundries, Purchase Ledger, Discount Cr., each department 
to contain charges against same as expenses and salaries. 

Order Book, containing a record of each job whether for a completed ar- 
ticle or for repairs. When each order is completed, enter in Sales Book. 

The Accounts : 

Capital Accounts, Private Accoimts, Real Estate, Machinery and 
Fixtures, Tools, Cash, Customers' Ledger, Notes Receivable, Purchase 
Ledger, Notes Payable, a main account for each department. Mate- 
rial, Sales, Repairs, and Expense Accounts for each department. Rent, 
General Expenses, Power and Heat, Repairs to Building, etc., Loss & 
Gain. 

General expenses and charges would be pro rated to the various 
departments. 

3. Books Required : 

(i) General Ledger, showing general and department accounts. 
(2) Cash Book, with columns: Dr. Side — Sundries, Sales (one for 

each department if desired). Notes Payable, Discount Dr. 

Cr. Side — Sundries, Purchases (for each department), 

Notes payable, Cash Discount, Expense. 
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(3) Journal, for opening, closing, and adjusting entries. 

(4) Invoice File, for filing invoices until date of pajnnent ; when 

paid, enter in proper department column in proper depart- 
ment column in Cash Book. 

(5) Notes Payable Register, for recording notes given to the bank 

or to creditors. 

(6) Sales Tickets, to be used by clerks, separate color in duplicate 

for each department. If cash register is used, the tickets 
may be omitted. 

(7) Daily Sales Report, to be sent in from each department. It 

contains the aggregate sales and the amount done by each 
clerk. These reports may be summarized on one general 
daily report of all departments. Coliunns may be added 
for comparison with former years. Daily reports usually 
record the condition of the weather. 

(8) Monthly Report, showing: 

Sales for month, each department. 

Purchases " 

Expenses " 

Percentage of expenses to sales, each department. 

Comparisons with previous years, showing increase or 
decrease. 

Cash Receipts and disbursements. 

Estimated gain for month. 

Estimated inventories of goods, if required. 

Petty Accounts receivable, if any. 

Accounts Payable. 

Notes Payable. 

Other current assets and liabilities, if any. 
The Accounts : 

Capital Accounts, Private Accounts, Real Estate, Machinery & 
Fixtures, Tools, Cash, Customers' Ledger, Notes Receivable, Purchase 
Ledger, Notes Payable (a main Account for each department) Mate- 
rial, Sales, Repairs, and Expense Accounts for each department, Rent, 
General Expenses, Power & Heat, Repairs to building, etc.. Loss & 
Gain. General expenses and charges would be pro rated to the 
various departments. 
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Sales Ticket 



Sold by 



PACKER'S COUPONS 



60 



M_ 



Sold By 



Cash or Tube No. 



60 



Amf. Paid 



$ 



Send or Deliver. 



Deposit $_ 



Brown & Brown 

Philadelphia 

Items othei: side 
Should you wish to make inquiries, present this slip. 

60 



4. Voucher Register y showing columns in divisions. Vouchers — 
Date, Voucher Number, to whom sent, address, particulars. Vouchers 
Payable Cr., Accounts Payable. 
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Operating Expenses — Material, Freight, Labor, Factory Expenses, 
Light, Heat & Power, Repairs to Machinery, Lisurance & Taxes. 

Expenses — Salaries, Delivery Expenses, General Expenses, Office 
Expenses, etc.. Date Paid, Remarks. 

Note. — Fonns with explanations can be seen in all textbooks on book- 
keeping. 

5. Account Sales Register — This book records the details of con- 
signments at the time of rendering account of sales. It is a columnar 
book with columns for the various accounts effected; postings are 
made to the Ledger Accounts. 

The columns are: Date, No., Consignor, Address, Total Sales, 
Freight & Cartage, Commission, Charges, Packages Returned, Total 
Charges, Net Proceeds, Advances, Check or Draft, Amount Charged 
to Accoimt, Ledger Folio, Name of Account. 

6. Outline of System — When the sale is made, charge the customer's 
account, either bound, loose-leaf, or card ledger. Show terms of ^e 
and dates of pajnnents in ledger account. 

Default in payment means forfeiture of machine to the company, 
therefore have customers' accounts show condition of payments with 
notes held as collateral. 

A separate note might be made for each installment, if desired, and 
entered in the ordinary bill book ; or one not with separate columns 
showing date of installments and when paid. Careful watch will have 
to be kept on the installments, and notice sent to each a few days 
before due. 

7. System of Restaurant and Caterer — 
(i) General Ledger. 

(2) Cash Book. 

(3) Sales Book, Catering (Duplicate sales sheet preferable). 

(4) Catering Ledger (principal or auxiliary, card or loose-leaf). 

(5) Invoice File or Book, when paid enter in Cash Book. 

(6) Monthly statement. 

The Sales Book — Enter all catering contracts in this book, or loose 
sheets may be preferable. If paid at once, mark sheet " Paid " and 
file in binder. If time, post same to customer's account, and file in 
charge binder. Total for month is credited to Catering Account. 
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Columns — Items, Help, Total. 

If contract is for specified sum, do not include cost of labor or help. 
Cash Book — 
Dr, side: — General, Restaurant, Catering, Customers. 
Cr, side: — General, Supplies (Catering, Restaurant), Help, Ex- 
penses. 
Accounts Required: — Capital, Drawings, Cash, Equipment, Sup- 
plies, Customers, Restaurant, Catering, Help (divided). Ex- 
penses (divided). Loss & Gain, etc. 



Monthly Report 
Andrew Walker, Caterer 
Cash Statement for April, ig — 

Balance on hand beginning of month 1360 40 

Receipts 



Catering 


35060 




Restaurant 


III 25 




Customers 


208 30 




Total Receipts 




670 15 
2030 55 


Payments 






Supplies, Catering 


8890 




" Restaurant 


42 10 




Help, Catering 


60 40 




" Restaurant 


7530 




Expenses, Catering 


2340 




" Restaurant 


1590 




Equipment 


5000 




Rent 


100 00 




Sundries 






Total payments for month 




45600 


Balance on Hand 




1574 55 
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Information 



Catering for Month 




640 50 


Income from Restaurant 




III 25 


Due from Customers 




42530 


Aqcounts owing 


By 


116 80 

Bookkeeper. 



Arrange for comparisons with previous year if desired. 
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1. Summary 

Investment at Beginning 7924 80 

Net Capital, End of Year 5876 40 

Less Net Gain 884 76 

Net Investment 4991 64 

Balance, Withdrawn during Year 2933 16 

• 

2. Report 

The loan should be granted without much hesitation. 

A depression in business does not last long, and it was not his fault 
that it came. 

He has done well during the past five years and has been able to 
bmld a house. 

He deals in necessary staples and evidently has a goodwill worth 
something. 

The loan is a small one — and no doubt is for business purposes. 

He is a permanent resident in the city, and no doubt has presented 
the residence to his wife. 

There would be no question of doubt if his wife would sign or in- 
dorse the note. 

Before making the loan, determine whether or not he has been 
making money and is now in good circumstances. He may have other 
creditors that are pressing him for settlement. 

Find out if he attends steadily to business, ha3 a good name in his 
locality, and whether he is prompt in all business dealings. 
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3. Report 

This is an easy matter to decide, and as the business is by no 
means crippled, there is every chance for recovery. 

The loan should be made, and it is hereby advised since A by in- 
dorsement becomes responsible for payment. By all means give the 
firm a chance, if B can give evidence of good faith, of sincerity, of 
reasons for extension and conclusive evidence of his ability to pull 
through and pay all creditors in full. 

A is a sp.cial partner and does not figure in the matter. In case 
of failure or assignment his $1000 would be lost. He is anxious to 
save this and agrees to indorse B's note. 

Leniency is a commendable virtue in most cases and if B is a 
worthy man, he should be given a chance. 

A close supervision should be kept by creditors. He should be re- 
quired to make weekly reports of all business operations, sales, receipts 
and payments of cash, etc. 

The Balance Sheet Submitted 

If the statement submitted is a true exhibit of conditions, and if the 
notes and accounts receivable are good, there is no great cause for 
alarm. Merchandise will sell readily if it is a staple lot. The loan 
is only for $400, indicating that this would tide them over — or help 
to buy new goods. 

There are evidently no loans from the bank, so the creditors have 
the matter in their own hands. 

On assignment, the creditors would get only 66|% or even less 
after expenses were paid. 

Final 
The bank would be safe. 

The creditors should grant time. 

4. Report 

John Smith made a net gain of $2105 during the year, as will be 
shown by the statement given below. 
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Balance Sheet, End of Year 



Assets 




Liabilities 




Customers' Accounts 


10500 00 


Creditors 


450000 


Cash on Hand 


300 00 


Bank Loan 


19500 


Stock on Hand 


5000 00 


Bills Payable 


2000 00 


Fixtures 


800 00 


Total Liabilities 
Net Capital 


6695 00 


Total Assets 


16600 00 


9905 00 




16600 00 




16600 00 



Condition of Capital Account 



Present Net Capital 
Capital at Beginning of Year 
Less Drawings during Year 

Balance, Net Investment 
Net Gain for Year 



96000 00 
18000 00 



9905 00 



7800 00 
2105 00 



Trading and Profit & Loss Statement 



Purchases, etc. 
Less Inventory 


36945 00 
5000 00 


Sales 

Gross Gain 
Expenses 
Net Gain 


3500000 


Cost of Goods Sold 
Gross Gain 


3194500 
3055 00 






3500000 


3500000 

3055 00 
950 00 




2105^00 



5. 

Adjustment: Since the statement submitted is not a true one in all 
details a new one should be made. 
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Empire Flour Mill, Dec. 31, 19 — 
Adjusted Balance Sheet 



Assets 



Cash on Hand 
Cash in Bank 
Customers' Accounts : 
Considered Good 
Doubtful and Bad 
Customers' Notes Good 
Doubtful 

Mdse. 
Less, say 

Machinery, etc. 
Less 

Rent Prepaid 4 months 
Total Assets 



293 25 



:,6 40 

159 35 
27500 
21000 



21000 




3680 70 




73614 


294456 


687500 




127500 


560000 




40000 




962531 




962s 31 



Liabilities 



Notes Payable, Creditors 

Note " Special Loan 

Bank Loan, nearly due 

Loan from Logan 

Creditors' Accounts 

Total Liabilities 

Capital Accounts : 
Submitted 9235 00 

Less Shrinkage in Assets 2514 39 

Estimated Capital 



90000 
50000 
25000 
400 00 
85470 
2904 70 



6720 61 



96253 1 



Note. — Notes of customers under discount at the bank and not yet due, 
$340.00. These notes are a contingent liability and may have to be paid. 



The point to consider in grant- 
ing the loan is the element of 
safety. 

If it is safe and the men are re- 
liable, by all means grant the loan. 



Capital Accounts 

Logan J submitted 5500 00 

Less shrinkage 1257 20 



Net Capital 


4242 80 


Robinson, submitted 
Less shrinkage 
Net Capital 


373500 
1257 19 
2477 81 



Report, The report or statement shown herewith indicates that the 
proprietors have erred in giving a statement of their financial condi- 
tion. This was either intentional or from mistaken belief that assets 
were worth the figures given. 
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The shrinkage in assets has reduced the capital by $2514.39, it now 
being $6720.61 on conservative valuations. 

The fact that they have been in business for several years speaks 
well for them as a partnership. 

They are regarded as shrewd and reliable. This is a good basis on 
which to consider the loan. 

To carry $5000 of insurance is good business foresight. 

The average business or annual sales is very good and the showing 
for the 6th year is good. This indicates increasing business and a 
good outlook. 

But the drop this year of $4292.93 is significant. The interruption 
of installing new machinery is plausible and no doubt has had its 
effect. 

The matter of competition is important and no doubt will have 
future effect also. If the field is big enough for two, it becomes a 
matter of hustle and salesmanship ; if not, one must fail, and the 
old firm has the trade, the standing, and the advantage. 

The firm has been negligent in the matter of collections, as indi- 
cated by the overdue notes and by the doubtful and bad accounts. 

Merchandise has been estimated at J above cost, thus showing an 
anticipated gain of $736.14. The estimate may not be correct and 
depends upon the condition of trade. 

They have each purchased a house, but Logan's being in his wife's 
name is out of the question. Why in his wife's name ? Has he other 
property ? 

Robinson's dwelling is liable for the debt and could be held for 
same. 

The pressing claims of creditors may cause some trouble if not 
pacified by partial payments or other arrangements. 

Overdue notes are liable to give trouble. 

Notes owing for machinery may hold a lien on the machinery, in 
which case the machinery is liable to forfeiture. Not likely, however, 
as they are not large enough to cause trouble. 

The special loan of $ 500 is a long time loan. 

The bank loan is now nearly due. How is it to be paid ? Notes 
under discount, $ 340, are not yet due. 

Logan's loan is immaterial, so long as it remains. 
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Summary 

Entire assets, $8625.31. Liabilities, other than Logan's loan, 
$2504.70 leaving an equity of $7120.61. Robinson's house is worth 
at least twice the amount of loan asked. 

The two men will fight hard to keep running and the new ma- 
chinery will aid. 

There is a goodwill not mentioned in statement. Rent is paid 
ahead for four months, a good sign of stability. 

The bank would be justified in making the loan if it is to be used 
exclusively for business purposes. It should watch them with care, 
however, and keep an eye on Robinson's house. 

Better give a smaller loan than that, say $ 500. 



6. 



Electric Supply Co. 
Adjusted Balance Sheet, as of Sept. i, 1908 



Assets 



Cash and cash items 
Customers 2030 65 

Less 5% loi 53 
Notes receivable 
Goods on hand 
Consigned goods 800 00 

Less 200 00 

Furniture 500 00 

Less 50 00 

Stockholders, for 
prepaid dividends 



9237 

1929 12 

85490 

350000 

600 00 

45000 

400 00 



7826 39 



Liabilities 



Bank overdraft 
Notes payable 1500 00 
Called in 400 00 

Accounts payable 
Sp3cial loan 
Total liabilities 
Capital stock 



paid 
Deficiency 

Equity of assets 



8000 00 
2910 13 



II 20 

iioo 00 

1125 32 

500 00 

273652 



508987 



7826 39 



Adjt^tments 

In preparing the above statements several adjustments were deemed 
necessary in order to eliminate all driftwood and cause the assets to 
be shown at their true valuation, or as near to the true as possible. 



94 54. ANALYSIS OF FINANCIAL REPORTS 

Customers' Accounts are cut down 5 %. 

Goods are permitted to stand as given. , 

Consigned goods are reduced }. 

Goodwill is eliminated as irrelevant. 

Unsubscribed stock is eliminated. 

Furniture is reduced 10%. 

Expense Loss & Gain Accounts are deficiencies, but expense may 
stand for some asset valuation. 

Dividend of 10% anticipated middle of year and half paid in cash 
and half by note, is disallowed. As dividend for year is " passed," 
this becomes void. Notes of $400 must be called in, and the other 
$ 400 considered as advances to stockholders — carried as an asset. 

The surplus (?) is eliminated as meaningless — there can be no sur- 
plus so long as deficiencies are contained on the Dr. side. 

The assets at fair valution are . . . $782639 
The liabilities to public are ... . 2736 52 
The net equity in assets is .... $ 5089 87 

None of the assets look very promising and it is hard to judge of 
their availability in ordinary business. In forced sale they certainly 
would not bring the amount shown. 

The liabilities are considered correct, after calling in dividend notes. 
They no doubt will require attention and payment soon. 

There is a heavy deficiency of $ 2910.13. 

The Directors have crippled the company by continuing to draw 
salaries after they knew of its insolvency. This may or may not be 
available by recall, and in case of bankruptcy I cannot say what 
the outcome would be. 

The business has been running eight years — a good sign. Incor- 
porated ^wt years ago and still did well, 20% dividend is good in 
addition to salaries no doubt. Same anticipated this year, but some 
contingency has prevented. 

What caused the fall in business ? What caused the present shaky 
condition ? 

Answer. Heavy drawings of stockholder and business depression. 

No doubt Sears leaves the business to the other two, and as they 
are only \ interested they may have " milked " the company. 
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The fact that Sears is wealthy does not affect the Electric Supply 
Co., but as Directors they may be held liable for certain conditions. 

The loan of $ 1000 is not much if the men are reliable and can 
fully explain cause for present condition. 

Unless business were picking up I would not advise the loan, imless 
some seciurity can be put up. 

Indorsed by all three might be OK, if they have sufficient property 
to meet it. 

Since plumbing business is doing well, looks safe to take Sears as 
indorser, but he may already be heavily loaded up with loans or debts 
in the plumbing business. 

55. INSOLVENCY AND REORGANIZATION 

1. Insolvency means that the liabilities are greater than the assets, 
and need not be a reflection on the person. By hard work, attention 
to duty, straightforward dealing and securing some credit he can 
maintain his good name and have an equal chance in competition for 
business. 

The National Bankruptcy Act leaves the matter of exemptions 
entirely to the State where the bankrupt lives. They are usually 
certain household utensils, some money, mechanics' tools, food and 
clothing, etc. 

2. Gault being a special partner is not liable for more than his 
investment, but he must pay the note at the bank since it is indorsed 
by him. His loss then is $ 1000. 

Liabilities now to be liquidated amount to $5140.40, and only 
$3500 out of which to do so, leaving a loss of $ 1640.40. 
Per cent paid to customers — 68+%. 

Adjusting Entries j in simple form: — 

Cash 3500 00 

Loss & Gain 3253 05 

Assets 6753 OS 

For net amount realized in sale of assets. 
Loss in realizing is $3253.05. 

Bank Loan 500 00 

Gault . 500 00 
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For payment of note at bank. — 

Liabilities 
Cash 
Loss & Gain 



5140 40 



350000 
1640 40 



For payment to creditors, being 68+% of entire claims. The 
balance being uncollectible is canceled and closed in into Loss & 
Gain account. 



Gault, Capital 


1000 00 


Gain, 


612 65 


Loss & Gain 





161 2 65 

To dose Capital accounts into loss and gain account. 

It will be seen that all accounts are now closed. Cain is released 
since he has no assets, and Gault is not liable but he hs^ already lost 
$ 1000.00 in the concern. The expense of settling affairs are omitted 
as the Amount was not given. 

The partners' investments were $ 2000.00 each, but were reduced 
either by losses or by withdrawals. If Gault withdrew his $ 1500.00 
he can be forced to return it for the benefit of the creditors. 



Partnership Adjustment 

Capital Accounts 
Gray, Capital Brown, Capital 



J Loss 5966 67 
Cash 6033 33 


Balance loooo 00 

Loan 2000 00 

12000 00 


1 Loss 5966 67 


Balance 5000 00 
Cash 966 67 


12000 00 


5966 67 


5966 67 













Green, 


Capital 




\ Loss 


5966 66 
5966 66 


Balance 

Loan 

Cash 

• 


150000 
3000 00 
146666 
5966 66 
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The capital accounts after being credited with the loans show Gray 
$12000.00, Brown, $5000.00, Green $4500.00, total $21500.00. To 
pay this amount there is cash $3600.00, leaving a deficit of $ 17900.00 
to be. charged in equal proportions to the partners. 

Partners' accounts now show a credit balance due to Gray $6033.33 
and dwbit balances due from Brown and Green of $966.67 and $ 1466.66 
respectively. The latter two must pay back the amounts shown, and 
Gray will then take the amount due to him, thereby exhausting all of 
the available cash. 

Cash Account 



Receipts 



Balance 
From Brown 
Green 



tt 



3600 00 

966 67 

1466 66 

603333 



Payments 
Paid to Gray 



603333 



^AJA 



4. 



Statements From Receiver 

Trial Balance (on appointment) 



Mdse. 




1900 00 




Real Estate 




2000 00 




Accounts Receivable 


1200 00 




Bills 




1500 00 




Interest Accrued 




15 00 




Office Furniture 


Bills Payable 
Interest Accrued 


100 00 


5000 00 
100 00 




Mortgage Payable 
Accounts " 




900 00 
8000 00 


Subscribers 


Capital Stock 


2500 00 


loooo 00 


Impairment 




14785 00 
24000 00 






24000 00 









J J 
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Statement of Assets &* Liabilities (on appointment) 





Assets 






Mgse. on Hand 




1900 00 




Real Estate on Hand 


$2000 GO 






Less Mortgage 


900 00 


HOC 00 




Accounts Receivable 




1200 00 




Rills 




1500 00 




Interest Accrued 




15 00 




Office Furniture 




100 00 




Subscribers to Stock 




2500 00 




Total Assets 




8315 00 




LlABIUTIES 






Bills Payable 




5000 00 




Interest Accrued on above 




100 00 




Accounts Payable 




8000 00 




Total Liabilities 


to outsiders 




1310000 


Deficiency of Assets 




478500 



Note. — Dividends to creditors will be based on $ 13100.00 ; the residue, 
if any, will go to the stockholders. The unpaid subscriptions of $ 2500.00 are 
made subject to realization only in case of necessity. 



Journal Entries 




Cash 


1 140 00 


Mdse. 




Amount received for sale of Mdse., being 60% 




of the value. 




Cash 


1500 00 


Mortgage Payable 


900 00 



1 140 00 



Real Estate 2400 00 

For sale of Real Estate at a gain of $400, 
the purchaser assuming the mortgage of 
$ 900 and paying $1500 for the equity. 



Cash 2500 00 

Subscribers 2500 00 

For collection of amount due on unpaid 

stock. 
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Cash 2260 cx> 

Bills Receivable i2cx> 00 

Interest 10 00 

Accounts Receivable 1050 00 

For collection of notes and accounts, and 

interest. 

Creditors 6550 00 

Cash , 6550 00 

For first dividend to creditors, being 50% of 

liabilities. 

Cash 465 00 

Accounts Receivable 125 00 

Bills " 275 00 

OflSce Furniture 65 00 

For realization of remaining assets. 



Liquidation Expenses 201 50 

Cash 201 50 

For payment of printing, postage, etc., and 

for Receiver's Salary. ' 

Creditors 1113 5o 

Cash H13 SO 

For final dividend to creditors, being 8^ % of 

liabilities. 

The following entries dispose of the various 
losses in realization : 

Deficiency Account 850 00 

Mdse. 760 00 

Accounts Receivable ' 25 00 

Bills " .2500 

Interest 5 00 

Office Fixtures 35 00 



Real Estate 400 00 

Deficiency Account 400 00 

For profit on sale of real estate. 
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Impairment Account 651 50 

Deficiency Account 65150 

For net loss and expenses in process of liquida- 
tion. 
Creditors 5436 50 

Capital Stock loooo 00 

Impairment Account 15436 50 

For closing off Creditors' and Capital Ac- 
count into Impairment Account. 

Statement of Receiver 

Small Manufacturing Co. 

May I, 1910 

Result of Realization 6* Liquidation 

Assets on Hand per Inventory 8315 00 

Realization of Assets 



Mdse. 






1 140 00 




Real Estate 


2400 00 






Less Mtge. 


900 


00 


1500 00 
2500 00 




Subscribers to Stock 








Bills Receivable 






1475 00 




Int. on Above 






10 00 




Accounts Receivable 






1175 00 




Furniture 






65 00 




Deduct: 






7865 00 




Expenses of Winding Up 






201 50 




Cash Available for Dividends 








7663 50 


Balance, Loss in -Realizing 








651 50 



Statement of Liabilities 
Total Due to Creditors 13 100 00 

Deduct: 
Dividend No. i, 50% 6550 00 

" 2,8i% 1113 50 

Total Payments to Creditors 7663 50 

Balance, Loss to Creditors 5436 50 
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Impairment of Capital 
Add. Loss in Realizing 
Total Deficit 
Charge: 
Balance due Creditors 
Capital Stock 



Recapitulation 



$14785 00 
* 651 50 



15436 50 



5436 50 
loooo 00 154.^6 .i^O 



Realization 6* Liquidation Account 



Dr. 




Cr. 




Assets Received 


8315 00 


Liabiliti s to be 




Paid to Creditors: 




Liquidated 


i3ioo»oo 


Div. No. I, 50% 


655000 


Realized from Sale 




Final Dividend, 8J% 


1113 50 


of Assets 


7865 00 


Liquidation Expenses 


201 50 







Deficiency in Liquidatioi 4785 00 

20965 00 



20965 00 



Impairment Account 



Extent of Impairment 
of Capital 



14785 00 



14785 00 



From Realization Acct. 
Deficiency 4785 00 

By Capital loooo 00 

14785 00 



Adjusting Journal Entries 



140000 00 
3250000 



5. 
Cash 
Loss & Gain (or Deficiency) Acct. 

Assets (Separately) 172500 00 

For realization of assets, cash received, $ 140,000.00, leaving a deficit 
of $32,500.00. 
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Creditors 
Notes Payable 



Ca3h 



75000 00 
loooo 00 



For payment in full of all creditors excepting 
p)artners. 

Loss & Gain (Expense) . 

Cash 

For payment of expenses and commissions. 



5000 00 



85000 00 



5000 00 



Adams 
Brown 
Coons 



Loss & Gain 



12500 00 
12500 00 
12500 00 



For portions of net deficit charged to part- 
ners' accoimts. 

Cash 

Coons 



7500 00 



For settlement of shortage due from Coons 
after adjustment. 

Adams 42500 00 

Brown 15000 00 

Cash 

For final settlement and pa3mient of amounts 
due to Adams and Brown after all liabili- 
ties and expenses are liquidated. 



3750000 



7500 00 



5750000 



The Accounts 
Adams, Capital 



J Net Loss 
Cash 



12500 00 
42500 00 
5500000 



Investment 



5500000 



5500000 
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Brown, Capital 



J Net Loss 
Cash 



125CX) c» 
15000 c» 
27500 00 



Investment 



2750000 



27500 00 



Coons, Capital 



J Net Loss 



12500 00 



12500 00 



Investment 
Cash 



5000 00 

7500 00 

12500 00 



Loss & Gain 



On Sale of Assets 
Expenses 



3250000 
5000 00 

3750000 



Apportioned to: 
Adams, J 
Brown, J 
Coons, J 



1250000 
12500 00 
12500 00 
37500 OQ 



Cash 



Receipts 




Payments 




Balance 


50000 


For Creditors 


7500000 


From Sale of Assets 


139500 00 


" Notes Payable 


loooo 00 


" Coons 


750000 


" Expenses 


5000 00 






" Adams 


42500 00 






" Brown 


15000 00 




147500 00 


147500 00 



I04 
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66. FINANCIAL COMPANIES 



I. 



Statement of Profits & Losses 



Expenses 


Profits 


Sundry Expenses 
Salaries 

Worthless Loan 
Net Gain 


2216 84 

4000 00 

400 00 

1 201 87 

7818 71 

3214 50 


Collection & Exchange 
Interest & Discount 
Rents 

Net Gain 

Undivided Profits from 
last year 


1636 54 

6062 17 

120 00 


Undivided Profits 


7818 71 
1 201 87 

• 

2012 63 




3214 50 


3214 50 



Note. — A semi-annual dividend, of say 3%, may be declared since there 
is a healthy surplus fund, but the poor business period would justify 
*' passing " it entirely. Reduction of premium by amortization has not been 
considered. 
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Condition of Industrial National Bank, June 30, 19 — 



Resources 


25000 00 


Liabilities 




Stock & Bonds 


• 

Capital Stock 


looooo 00 


Currency & Coin 


288530 22 


Circulation 


67500 00 


Exchange for Clearing 




Deposits 


462962 50 


House 


30200 00 


Dividend Unpaid 


1500 00 


U. S. Bonds to secure 




Surplus 


32750 00 


Circulation 


75000 00 


Undivided Profits 


3214 50 


Premium of U. S. Bonds 


375000 




/ 


Redemption Fund 


3375 00 




Items in Transit 


moo 00 




/ 

/ 


Bills Discounted 


84890 00 


/ 


1 


Due from Banks: 




/ 




Chemical 




1 




Nat*l. 50265 40 




1 




National 




1 




Park 50420 00 




/ 




Traders' 




/ 




Nat*l. 4221 16 




/ 




Commercial 








Nat'l. 3418 41 








Farmers' 




/ 




Nat'l. 1242 31 




/ 




Central 




/ 




Nat'l. 2314 50 




/ 

/ 






111881 78 




Banking House 


30000 00 


/ 
/ 
/ 




Furniture & Fixtures 


4200 00 
667Q27 00 










667927 00 



2. Savings and Loan Associations report to the State on blanks 
requiring detailed information. 
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Resources 6* LiabilUies 

Resources. — Cash, includes the amount in Bank. Loans are to 
members on real estate mortgages, and on Association Stock or other 
approved securities. Insurance and Taxes have been paid for bor- 
rowers and charged to them. 

Liabilities. — Paid-up stock is full paid ajt the time of purchase, 
and usually draws a definite rate of interest or dividends. Sometimes 
all or part of the interest and dividend is added to the value of the 
stock. Deposits include all installment payments of members and 
accrued profits and those secured by collateral of the Association. 
Contingent Fimd consists of undivided profits, to provide against un- 
expected losses. Due borrowers on property mortgaged to the Asso- 
ciation; money is drawn by them as it is needed in the progress of 
building, etc. Dividend No. 20 is on paid-up stock for past half year. 



Income 6* Expenditure 

Income is entirely from interest on money loaned. 

Expenditure. — Dividends Nos. 19 and 20 for two past half years. 
Contingent Fund, amount set aside for the year and included in the 
liabilities. Interest on deposits, both paid and added to the accoiuts 
of depositors. Interest on money borrowed by the Association to 
complete loans. Salaries, advertising, rent, etc., are usual expenses. 
Furniture is entirely charged off the books and not carried as an 
asset, a commendable plan. Note that the interest on deposits, 
$ 23046.68, was the balance left for distribution to members. 



General Information 

There are two classes of members, those who hold paid-up stock 
and those who are depositors, either at regular intervals or otherwise. 
The Permanent Plan has reference to the issue of stock, which may be 
taken at any time, and payments to begin when subscription is made. 
This distinguishes it from the Serial Plan, in which issues of stock 
begin a\ certain intervals only. 



* .U k- 
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Questions 

(i) It is in good condition, provided the loans are amply secured. 
There is immediate use for all cash on hand, and for the receipts of 
the ensuing month, to satisfy loans negotiated. There is no money 
borrowed. There is a Contingent Fimd of $ 28500.00 to provide for 
unexpected losses. 

(2) Net Gain, $ 34046.68. 

(5) The official report to be made to the State is so arranged, and 
is a matter of form. It corresponds with Assets and Cash Receipts, 
which are on the left-hand side. 

(4) Dividend, 6%, or 3 % half yearly on paid-up stock. The re- 
maining profits were apportioned to depositors. 

(5) Continuous issuing of shares. See above. 

(6) It is considered favorable for an association to have such de- 
mand for its money as to necessitate temporary loans at the bank. 
The loan to members means continuous revenue, while the bank loan 
can be liquidated in a short time. 

67. AUDITING AND INVESTIGATIONS 

1. Determine whether the notes and acceptances on hand equal 
the amoimt given. If any have been sent to the bank for collection 
or discoimt, a record of such should be made in the Bill Book. 

It is necessary to go back over the entire account in order to verify 
the accuracy of all debits and credits. Doubtful and overdue notes 
should be disposed of by renewal, effort toward collection, or by 
writing off as a loss. 

2. Find out if all paid notes are available as vouchers, to etermine 
their accuracy. Find out if those unpaid are still outstanding and 
genuine. Other notes may have been given and no renewal made, or 
notes may have been given and no entry made. 

3. (o) Inventories may have been undervalued, or part omitted. 
(6) Drawings of partners may have been charged as a loss. 

(c) Customers' accounts may have been written down too heavily. 

(d) Some item of gain may have been entered as a liability. 

(e) Prepaid charges, as insurance, rent, salaries, taxes, interest, 
etc., may not have been considered. 
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(/) Examine all items of the loss and gain account, and verify 
points mentioned above. 

4. (a) At amount shown in balance. 
(b) For unexpired time. 

(:) For unexpired portion. 

(d) At cost value less ample depreciation. 

(e) At cost — it is not advisable to anticipate profits. Show profits 
when sale is made. 

(/) At cost, if bought at par. If bought at a premium, a small 
reduction will be required for amortization. 

5. See chapter on Auditing, preparation of books for an audit. 
6 (a) Count the cash and verify cash balance. 

(b) Add cash book footings, and verify bank reconciliation. Have 
the banker O.K. the trial balance. 

(c) Add trial balance, and compare amounts with the ledger 
accounts. 

(d) Verify such accounts as bills receivable and payable, invest- 
ments, etc. 

{e) Examine the Loss & Gain account and see that the items 
therein are correctly stated. 

(/) Examine the various assets and liabilities to see that they 
actually exist. 

7. Count the cash and verify the bank balance by comparing it 
with the bank*s records. Prove the additions of the cash book. 

8. Verify the footings of the cash book. Trace the various receipts 
to the accounts for which received. If "receipts" are issued for 
cash received, the stubs will show the amount collected and should 
agree with items shown in the cash book. 

If cash register is used for cash sales, compare its records with the 
cash book. 

It is hard to determine whether all receipts have been recorded, 
without some office check on money collected. Two or three persons 
should have a check on receipts to prevent loss by stealing or collusion. 

If all receipts are deposited in bank the audit of cash is an easy 
matter. 

9. Add the footings of the cash book. Check all payments with 
the accounts affected, and compare with the vouchers or returned 
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checks. Each voucher examined should be stamped by the auditor 
to prevent further use. The accuracy of payments can be verified 
by the returned vouchers. If further evidence is needed investigate 
the various payments, or part of them at least. 

10. Overdraft, $32.28 plus $32.64 equals $ 100.92 an hand. Cash 
on hand minus overdraft equals $32.64 cash book balance. Over- 
draft plus bank balar.ce equals $ 144.13, outstanding checks. 



Reconciliation 




Cash in office 


100 92 


Deduct: 




Outstanding checks i44 13 




Less Bank balance 75 85 




Bank overdraft 


6828 


Cash book balance 


32 64 



II. Overdraft $111.25 minus $ 11.25 equals $ 100.00 cash on hand. 
Cash on hand minus overdraft of $111.25 equals $11.25 cash book 
balance on wrong side. 

The $ 100 borrowed is not recorded on Dr. side of cash book but 
has been used and recorded on Cr. side as a payment. 

Overdraft plus bank balance equals $ 178.80, outstanding checks. 

Recoficiliation Statement 

Balance in Bank 
Overdraft per check book 
Checks outstanding 
Exchange check 
Business checks 

Overdraft per check book 
Cash book overdraft 
Cash in office 

Outstanding checks 
Less Bank balance 
Deduct cash in office 

Cash book shortage 1 1 25 





67 55 




III 25 




178 80 


100 00 




7880 


178 80 




III 25 




II 25 




100 00 


178 80 




67 50 


III 25 




100 00 
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Petty cash fund, having been recorded as a payment in the cash 
book, is not used in the general cash reconciliation. 

12. By verifjdng the balances of the various accounts and adding 
together. The accounts may be proven by verifying the various 
debits and credits in each account. Or, to save work, verify the 
various items in about thirty of the accounts selected from different 
parts of the ledger. If a controlling amount is used, the several 
accounts should equal it. 

13. Add the various balances to verify the aggregate. Verify the 
debits and credits of each account, and compare with the invoices 
received. See that all obligations are included. 

14. It is necessary to examine into each item by tracing it to its 
source. See that the various expenditures are authorized by the 
management. 

15. See chapter on Auditing. 

Errors of Omission or Commission — Due to carelessness or in- 
competence. 

Errors of Principle — The wrong application of entries. 
Technical Errors — Affecting intermediate results. 

16. The accountant devises and installs the bookkeeping system. 
The bookkeeper keeps the books and records the business transac- 
tions in proper sequence. 

The auditor's duty is to pass in review the work of the bookkeeper 
and to report upon the condition of the accounts. 

17. The object of an audit is to determine whether or not the 
books have been properly and accurately kept and in accordance with 
the requirements of those in authority. In a corporation it is neces- 
sary to comply with the requirements of the charter, the by-laws, and 
the Board of Directors. The partnership affairs are conducted in 
accordance with the articles of co-partnership and the will of the 
partners. 

An " internal check ** has reference to the office management 
wherein every transaction goes through the hands of two or three 
persons. This tends to prevent collusion and trickery. 

18. First adjust the cash balance by investigation of error or by 
adjustment. 

Enter all cash receipts into the cash book when received. 
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Deposit all receipts in the bank as often as possible. 
Make all payments by check. 

Petty cash to be drawn from the bank on the " imprest ** method 
and to be controlled by one person. 

Charge one person with the responsibility of handling cash. 

19. Daily deposits are made late in the afternoon or the following 
morning. All except small payments are made by check. 

This insures the deposit of all cash by the cashier and serves as a 
check on receipts, and no pa)anents can be made out of cash without 
the signature of the one who has authority to sign checks. 

Pa)anent by check insures a return voucher and the indorsement of 
the receiver. 

Petty cash of sufficient amount to pay the petty expenses is drawn 
from the bank by check, and charged to Petty Cash account. The 
amount used is replenished when necessary by a new check, and an 
entry made to the accounts affected. Suppose original check to have 
been $ 50.00 and amount used for month $ 36.40. First entry, debit 
Petty Cash and credit Cash $ 50.00. Second, Sebit Expense and credit 
Cash for $36.40. Or, for second, debit Expense and credit Petty 
Cash, $36.40, then debit Petty Cash and credit Cash for $36.40. 

20. Vouchers for petty payments should be provided when possi- 
ble, or else the "O.K." of some one in authority. A clear record 
should be made of each payment. 
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58. SET TO BE WORKED. MANUFACTURING AND 

TRADING BUSINESS 



Purchase Book 



1909 ; L. F. 






June 4 2 


Harrisburg Tanning Co. 






Per Invoice, N/30, 2/10 


153060 


"61 


J. Russell & Co. Per Invoice, N/60, 






3/15, 2/30, 


2036 24 


"8^1 


Western Leather Co. Per Invoice, 




1 


N/30, 2/10 


2137 62 


*' II 


2 


Louisville Trading Co. Per Invoice, 








N/30, 2/10 


1168 50 


" 17 


I 


Vincent Leather Co. Per Invoice, 




1 


N/60, 2/10, 1/30 


2600 00 


2 


Harrisburg Tanning Co. Per Invoice, 






N/30, 2/10 


1349 31 


" 22 


I 


I'hraugott Schmitt & Co. 








Per Invoice, N/30, 2/10 


1328 60 


29 


I 


J. Russell & Co. Per Invoice 


1536 25 




13687 12 







Purchase ^ Dr. 

Accounts Payable % Cr. 
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Abstract — Sales Book 



For week ended June 


6,] 


[909 


No. 




June I Sale 






937 


1063 20 


(( ti 






938 


937 26 


" 2 






939 


1438 25 


tt n 






940 


927 32 . 


" 3 






941 


2605 16 


'' 6 






942 


1895 16 










8866 35 


Sales % 




Cr. 




Accounts Receivable Dr. 






For week ended June 


13, 


1909 




June 10 Sale 






943 


927 39 


H tl 






944 


195000 
2877 39 


Sales % 




Cr. 




Accounts Receivable Dr. 






For week ended June 


20, 


1909 




June 15 Sale 






945 


2860 40 








946 


2349 37 


" 18 






947 
948 

949 


17 18 64 

735 24 
2460 90 




10124 55 


Sales % 




Cr. 






Accounts Receivable Dr. 






For week ended June 


27, 


1909 




June 25, Sale 






950 


1200 00 


27 






951 


1718 64 

2Ql8 6/1 


Sales % 




Cr. 






Accounts Receivable Dr. 







Note. — Sheets are in pads, one for each week. 
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Cash Book 



Dr. 

1908 



Cash Receipts 



Date 


F. 


Cr. AocouNr 


Sun- 
dries 


Accounts 

Re- 
ceivable 


Cash 
Dis. Dr. 


Bttj.s 

Re- 

ceiv'ble 


Net 
Cash Dr. 


• 

June I 

" 3 
" 4 

" 6 


Balance m bank 
Hale Leather Co. 
Valpey Shoe Co. 
Montgomery, Ward & 

Co. 
Lantz & Harris 
Accounts Receivable 
Discount Dr. 

Balance, June i, 1908 


1 

1 


1618 35 
86830 

71983 
1000 00 


1 
32 37 

1737 
1440 




8595 20 

1585 98 

85093 

70543 
1000 00 




4206 48 
6414 


6414 




12737 54 




4142 34 
8595 20 






12737 54 














12737 54 


June 8 
«< (< 


Balance from June 6 
Regal Shoe Co. s/ 28 
Hamilton Brown Shoe 

Co. 
Accounts Receivable 
Discount Dr. 

Balance June 8 


/ 


3295 28 
3117 50 


6591 


1 
1 


138034 
3229 37 

3117 50 




6412 78 
6591 


6591 




7727 21 




6346 87 
138034 






7727 21 














7727.21 
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1908 



Cash Book 



Cash Payments 



Cr. 



Date 


F. 


Dr. Account 


Sun- 
dries 


Ac- 
counts 
Pay- ; 


Dis- 
count 
Cr. 


Bills 
Pay- 
able 


Gen- 
eral 
Ex- 


Net 
Cash Cb. 






5 






able 






pense 




June 


2 


Factory Expense 


16 40 










16 40 


(( 


(< 


7 


Office 


8500 


1 








8500 


<( 


3 




T. Schmitt & Co. 




2500 00 








250000 


u 


<< 


6 


Freight Out 


55 33 










55 33 


<( 


4 




Harrisburg Tan. Co. 




, sooooi 








50000 


<( 


tt 




West. Leather Co. 




' 50000, 


1 






50000 


<< 


It 




J. Russell & Co. 




176398J 35 28 






1728 70 


(< 


6 




Vincent Leather Co. 




12112 40 ,42 25 






2070 15 


« 


(( 


5 


Factory Expenses 


53 50.' 








53 50 


<( 


(< 


6 


Wages 


3800 00 










380000 


«( 


it 


7 
7 


Petty Cash Check : 
General Expense 
Petty 
Office 


1 

, 5 20 

1 13 52 








10 40 


10 40 






7 


Stamps and Sta 


IQ 00 

4047 OS 


7376 38, 








37 72 




77.53 


10 40 


11357 20 


«( 


8 


— 


Balance 




Folio 1 2 

1 
1 


Folio 5 




Folio 7 


138034 




12737 54 


June II 


Louisville Trad. Co. 




527 36' 


5 27 






522 09 


i< 


<< 




Harrisburg Tan. Co. 




771 84 


1544 






75640 


(( 


(( 




Desk for Office (Rich. 
& Bachus) 


1 

125 00 


1 1 








125 00 


<< 


<( 




J. Russell Co. Ac. 




50000 








50000 


tt 


13 




Disi deduct in er. H. 
T. Co's bill 


15 44 


1 








1544 


n 


tt 




Fit. inb. to date 


212 30 


1 










tt 


tt 




Adv. for May 


16s SO 


i 








377 80 


tt 


<( 




Wages 


380000 












tt 


«( 




Factory Expense 
(extra labor) 


5230 


1 

1 








3852 30 


tt 


(( 




West. LeatherCo.5/is 




870351 








87035 


tt 


tt 




Petty Expense 


14 91 


1 










tt 


tt 




Office Expense 


2994 












tt 


tt 




Stamps 


II 










4496 




4415 SO 


2669 55 1 


20 71 ! 






706434 


« 


it 




Balance 




1 






66387 




1 ■ 




7727 21 



Note. — The footing of special columns may be summarized in one column, as 
shown on the Dr. side, and posted from there, or as shown on the Cr. side, with the 
folio to which posted placed under the amount. 
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1908 



Receipts 



Cash Book 



Date 



J .:ne 



IS 



15 
18 
20 



June 22 



Balance from June 13 
Bank Loan 
Walkover Shoe Co. 
Bills discounted 
Lantz & Harris 
Chicago Supply Co. 
A. A. Gray & Co. 
Jones & Lehman's 
Note 

Bank Loan 
Bills Discounted 
Accounts Receivable 
Bills Receivable 

Discount Dr. 

Balance June 13 




Balance from June 20 
A. A. Gray & Co. °/c 
25 j Levy & Barnum "/^ 
! Walkover Shoe Co. 
, Hale Leather Co. 
27 Lantz & Harris 
Cash Sales 

Hamilton, Brown Co. 
Chicago Supply Co. 

Cash Sales 
Accounts Receivable 

Discount Dr. 



Balance June 22 
Balance, Overdraft 



Sundries 



loooo 00 
1250 00 



lOOoo 00 
1250 CO 
6040 22 
1000 00 



18290 22 
181 68 



i8io8 54 
662 87 



18771 41 



250 75 



250 75 
10318 41 



10569 16 
171 68 



10397 48 

258 95 

10656 43 



Accounts 

Re 
ceivable 



1237 96 

1852 26 
1000 00 
195000 



6040 22 



50000 

400 00 

2860 00 

92739 

343448 

735 24 
1460 90 



10318 41 



Dis- 
count 
Dr. 



100 00 

563 
3705 

3900 



181 68 



Bills 

Re- 

ceiv'ble 



1000 00 



1000 00 



57 21 
18 55 
32 00 

1470 
49J2 

171 68 



Net Cash 



662 87 
9900 00 
1237 96 

1244 37 
1815 21 
1000 00 
1911 00 

1000 00 



18771 41 



18771 41 



25895 
50000 
400 00 

2803 19 
90884 

3402 48 

25075 

72054 

141 1 68 

10656 43 



17664 
10833 07 
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Cash Book 



1908 



Payments 



Date 






Sundries 


Accounts 
Payable 


Dis- 
count 
Cr. 


Gen- 
eral 
Ex- 


Net Cash 




IS 








pense 




June 


Salaries to 6/15 


120000 












Selling Expenses 
















(Salesmen's Salaries) 


500 00 














Selling Expenses 
















(Salesmen's Exp.) 


31040 














Mach'y, Tools, Motors 






• 










(Motor Truck) 


3500 00 














Mach'y, Motors, add. 
















Tools 


60000 














General Expenses 








7500 








Factory Expense 
















(Mach'y Repairs) 
Frt. outbound 
Bank Loan °/« 


112 so 

7918 

120000 








6297 90 

7918 

1200 00 




17 


Gten. Exp.(Gas &Elec.) 
" " (Telephone) 








36 II 
2400 


60 n 




18 


Sub. "/c Bradstreet 


75 00 












" Cr. Men's Ass'n 


25 00 








100 00 




Western Leather Co. 




1637 62 


42 75 




1594 87 




20 . Amer.Stock Co.'s Note 


500000 












Int. " " 


5000 








505000 




Factory Expenses 


17940 












' Advertising 


55 00 












1 Wages 


380000 












Gen Exp. (Painting 








6ooo 


4094 40 




Building) 














Petty Cash Expense 


9 42 












1 Stamps 


1808 












Office Expenses 

1 


850 








3600 




16722 48 


1637 62 


42 75 


195 II 


i8si2 46 




20 Balance 










25895 




22 






1 
1 






18771 41 


June 


T. Schmitt&Co.°/c 


1 


40000 1 






400 00 




Extra Wages Watch- 




1 






1 




man 








1000 


10 00 




J. Russell Co. bal. 6/21 




1536 24 


61 09 




1475 15 




Louisville Trad. Co. 




1 168 so 


2337 




I 145 13 




27, Frt. outbound. L&H. 


16 32 












Factory Expenses 


3840 












1 Repairs to Plant 


51 30 












I Wages 


380000 












Petty Expenses 


164s 












Stamps 


10 00 








3932 47 




Vincent Leather Co. 




2600 00 


1 52 00 




2S4800 




Harrisburg Tann. Co. 

1 


3932 47 

1 


1349 31 


1 2699 
163 45 




1322 32 




7054 OS 1 


10 00 


10833 07 








10833 07 
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Cash Book 



Dr. 
1910 



Receipts 



Date i 



Sundries 



Accounts Dis- Bnxs 

Re- count Re- Net Cash 

ceivable Dr. ceiv'ble 



June 29 A. A. Gray & Co. 

' 30 A. A. Gray & Co. 

I Accounts Receivable 

I Discount Dr. 



307742 

2349 37 


1 

1 
4699 


3077 42 
2302 38 


5426 79 
4699 


4699 


537980 


537980 






537980 


■ 


1 1 

1 



537980 



July 



Balance 



1925 51 



Note. — When notes of others are discounted, Cr. Bills Discounted for the face 
thereof, entered above. When paid at maturity. Dr. Bills Discounted and Cr. Bills 
Receivable. Many of the plans followed in this exercise are purposely a change from 
preceding exercises. 



Cash Book 



1908 



Payments 



Cr. 



Date 




1 


Sundries 


Accounts 
Payable 


1 
Dis- 
count 
Cr. 


Gen- 
eral 
Ex- 
pense 


Net Cash 

1 


June 


29 
30 

30 


Balance Overdraft 
Inbound Freight 
Factory Expense 

(motor repaired) 
J. Russell & Co. °/c 
Salaries to 30th 
Salesmen's Salaries 

" Expenses , 
Insurance Premium (i 

year from June i) 
Factory Expense 

Fuel and Supplies 

Balance 


132 50 

21000 

1200 <x> 
50000 
248 90 

20000 

45000 


336 25 

1 

1 
1 


1 

t 

1 
1 




i 176 64 

1 

342 50 
336 25 

259890 




294140 


336 25 i 

1 


3454 29 
, 1925 51 




; 537980 
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Petty Cash Book 



xgoS 


Items 


Balance 


Petty 

Expenses 


Office 
Expenses 

• 


Stamps and 
Stationery 


June I 
2 

3 
6 


Balance in Fund 
Petty Expense 
Postage 
Stationery 
Office Expenses 
General Expenses 
Office Expenses 

Total 


5000 
48 12 


5 20 

10 40 


10 12 

3 40 


II 50 
7 50 




15 60 


13 52 


19 00 


7 
8 


Balance 
From Cashier 

Fund 


I 88 
48 12 

5000 








II 

13 


Matches 
Brooms 
I Box Soap 
Car fares 
Postage Stamps 
Floor Rug 
Petty Expenses 
Office Expenses 

Total 


4496 


.35 
.60 

•30 

.25 

13 41 


12 00 
17 94 


.11 




14 91 


29 94 


.11 


14 
15 


Balance 
From Cashier 

Fund 


5 04 
4496 

5000 








20 


Petty Expenses 
Postage & Stamps 
Office Cleaning 

Total 


3600 


942 
9 42 


850 


1808 




850 


18 08 


21 
, 22 


Balance 
From Cashier 


14 00 
36 00 








Fund 


5000 








27 


Petty Expenses 
Stamps 

Balance 
From Cashier 


2645 


1645 


. — — 


10 00 




1645 


10 00 


.28 
29 


23 55 
2645 










In Fund 


5000 ; 
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Bank Account 

National State Bank 

in account with 

The Superior Leather Co. 



19— 


1 






19— 




No. 




May 


, 30 


Balance 


8S9S 20 


June 


2 


Check 


I 


16 40 


June 


1 2 


Deposited 


1585 98 


1 
1 




(1 


2 


3s 00 




.41 


8S093 


1 
1 


3 




3 


2SOOOO 




5 ' 


70443 


1 

1 






4 


SS33 




6, " 

1 

1 / 


1000 00 
/ 




4 
6 


Petty Cash 


5 
6 

7 
.8 

9 
10 
12 


soooo 

soooo 

1728 70 

2070 IS 

S3 SO 

380000 

48 12 






/ 












II3S7 20 






/ 


12737 S4 


1 


6 


Balance 


14 


138034 








1 


1 

1 


12737 S4 


June 


7 Balance 


1380 34 


June 


II 


Check 


52209 




9 ' Deposited 


6346 87 
/ 






IS 
16 


7S640 
soooo 




1 / 


/ 








17 


I2S 00 




1 / 


1 




13 




18 

19 
20 
21 
22 

23 


IS 44 
212 30 

i6sSO 

380000 

S230 

8703s 




" / 






■ Petty Cash 


24 


4496 






/ 


1 




706434 






/ 


II . ,'3 


Balance 




66287 






7727 21 


1 


2S 


7727 21 


June 


14 


Balance 


662 87 


1 
June IS 


Check 


1200 00 




IS 


Deposited 


2482 33 


; 




26 


soooo 




16 


<< 


181S 21 






27 


31040 




17 


i ( 


9900 00 


1 










18 


ii 


1000 00 


1 




28 


' 3SOOOO 




20 


Deposit 


2911 00 


1 














/ 








29 


60000 










1 






30 


7SOO 








1 
1 






31 


112 so 








1 


1 


32 


7918 








1 






33 


120000 










17 




34 


36 II 








1 

18771 41 . 






Carried f or'd 


11 


2400 




Carried forward 


■■ 




7637 19 



Note. — Check numbers should be in consecutive order. 
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Bank Account — Continiied 



19— 



Brought forward 18771 41 



June 



21 
22 
26 
27 




Balance 
Deposited 



« 



June 



July 



29 
30 



Overdraft 



Deposited 




18771 41 

25895 
500 00 

41 12 03 

5785 45 



176 64 



20 
18 

20 



10833 07 



3077 42 
2302 38 



5.S79 8:> 
1925 51 



June 



22 



27 



June 



29 
30 



30 



Brought for'd 

Check 

Check 



Interest 



Petty Cash 
Balance 

Check 



Petty Cash 



Overdraft 
Check 



Balance 



Balance 

Bank Reconciliation Statement, June 30, 



No. 



36 
37 



38 

39 
40 

41 
42 



43 
44 
45 
46 

47 
48 
49 
50 
SI 
52 
S3 



54 
55 
66 

57 
S8 

59 
60 

61 



7637 19 

1594 87 
75 00 
2500 

500000 

50 00 
17940 

55 00 

380000 

6000 

3600 

185 I 2 46 

25895 

18771 41 

1475 IS 
40000 

1000 

I 145 13 
1632 

3840 

51 30 
380000 
254800 
1322 32 

264s 



10833 07 

176 64 
132 50 

210 00 

33625 

1200 00 
50000 
248 90 
200 00 
45000 



3454 29 
537980 



Balance per Bank Eook 




2911 76 


Deduct: 






Checks o/s No. 56 


336 25 




" 60 


200 00 




'' 61 


450 CO 


986 25 


Cash Book Balance ) 




1925 51 


Balance per Book % \ 
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Trial Balances, June 30, 1908 



L.F.I 








Purchase Ledger 






I 


Traugott Schmitt & Co. 




2258 32 


2 


Harrisburg Tanning Co. 




1030 60 




Sales Ledger 




3288 92 






I 


Valpey Shoe Co. 


927 32 




2 


Montgomery Ward Co. 


1063 20 




n 


Regal Shoe Co. 


1438 25 




(( 


Lantz & Harris 


17 18 64 




(I 


Hamilton Brown Shoe Co. 


2668 78 




3 


Levy & Barnum 


800 00 




tt 


E. F. Woods Co. 

General Ledger 


937 26 






9553 45 










I 


Capital Stock, Conmion 




looooo 00 




" Preferred 




looooo 00 




Unsubscribed Stock, Coiiunon 


2500000 


_ 




" Preferred 


2500000 






Surplus 




15000 00 




Undivided Profits 




4560 00 


2 


Lands & Buildings 


42840 00 






Machinery, Tools & Motors 


18675 50 






Goodwill 


loooo 00 






Bills Receivable 


3159 25 






" Payable 




9700 00 


3 


National State Bank 


1925 51 






Petty Cash Fund 


5000 






Bills Discounted 




1250 00 


4 


Bank Loan 




I 1300 00 




Reserve for Bad Debts 


• 


1240 00 




Furniture & Fixtures 


3725 00 






Mdse. 


17840 30 






Purchases 


212312 22 
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Trial Balances — CotUinued 



Brought forward 

Sales 

Cash discounts 

Subscription 

Retiu*ned Sales 

Factory Expenses 

SeUing 

Wages 

Freight Inbound 
" Outbound 

Salaries 

General Expenses 

Stamps & Stationery- 
Office Expenses 

Petty " 

Interest & Discount 

Insurance & Taxes 

Advertising 

Loss & Gain 

General Ledger 
Purchase '' 
Sales 



Totals 



u 



Totals 



1682.66 
100 00 

1722 50 

6163 80 
I 1733 20 
93027 65 

1636 10 

843 73 
14400 00 

5591 01 
28489 
331 26 

133 93 
223 80 

3243 80 
32050 



501966 61 



9553 45 
51152006 



260948 13 
3884 70 



781 



340 50 



508231 14 
3288 92 

511520 06 
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The Superior Leather Co. 
Manufacturing Statement, June 30, 1908 



Inventory, i-i-'-o8 
Purchases 
Deduct 
Inv. Unf. Mdse. 

Freight Inbound 
5 % Depr. Bldgs. 
8% " Mchy. 
Factory Expenses 
Wages Paid 93027 65 

1266 67 



a 



n 



17840 30 

212312 22 

230152 52 

49480 20 

180672 32 

1636 10 

1642 00 

149404 
5843 80 

94294 32 
285582 58 



By Trading Acct. Cost 
of Goods Manufac- 
tured 



285582 58 



/ 



285582 58 



Trading Statement 



From Mfg. Acct. 


285582 58 


Sales 


260948 13 


Selling Expenses 


11733 20 


Returned Sales 


1722 50 


Freight Outbound 


84373 


Net 


259225 63 


Deduct 


298159 51 




^ 


Mdse. Finished 


81725 25 
216434 26 






Gross Gain 


42791 37 
259225 63 








259225 63 
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Loss & Gain Statement 



Disct. on Sales 1682 66 

Salaries 14400 00 

Gen. Expenses ■ 5591 01 

Stamps & Stationery 266 39 

Qfl&ce Expenses 331 26 

Petty " 133 93 

Insurance & Taxes 2615 74 

Interest & Discount 215 99 

Subscriptions 100 00 

Advertising 320 50 

Accrued Int. Bills Pay. 85 00 
Outstanding Expense Bills 350 00 

I % Accts. Receivable 95 53 

Net Gain 20906 06 / 

47094 07 



From Trading Acct. 
Fernley's Note 
Accrued Interest on 

Bills Received 
Discount on Purchases 



42791 37 
34050 

77 50 
3884 70 



47094 07 
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The Superior Leather Co. 



Balance Sheet, June 30, 19 — 



Assets 




Liabilities 




Unsubscribed Stock Com. 


$2500000 


Bank Loan 


1130000 


" Pref. 


2500000 


Accounts Payable 


3288 92 


Lands & Bldgs. 42840 00 




BUls 


970000 


5% oflf " 1642 00 


41 198 00 


Accrued Wages 


1266 67 


Machinery, Tools & 




" Int. Bills Payable 


8500 


Motors 1867s so 




Outstanding Expense Bills 


35000 


8% Depreciation 1494 04 


17181 46 


Reserve for Bad Debts 


124000 


Goodwill 


lOOOOOO 


10% Accts. Rec. for Bad Debts 95 53 


Bills Receivable 3159 25 




Total LiabiUties 


27326 12 


Less Bills Disc. 1250 00 


1909 25 


Capital 




Ca.sh Balance 


1925 SI 


Common $100000 00 




Petty Cash Fund 


5000 


Preferred looooo 00 




Furniture & Fixtures 


372500 


Surplus 15000 00 




Accounts Receivable 


9553 45 


Undivided profit 25466 06 




Mdse. Unfinished 


49480 20 


Capital & Profits 


340466 06 


" Finished 


81725 25 


• 




Fuel 


32000 






Stamps & Stationery 


1850 






Unexpired Insur., Taxes, etc. 


62806 






Accrued Int. Bills Receivable 


7750 
267792 18 








267792 18 




Journal 






June 10, 19 — 




Bills Receivable 


$1568 75 




Discounts 


3186 




E. F. 


Wood & Co. 


$1592 80 


Interest 


781 


For 30-day note dated 7 th for bill of 5/28 




less 2 %. Interest included in face 


• 





10 



Bills Discounted 

Bills Receivable 

Note of Simms Bros. & Kern paid. 



1500 00 



1500 00 
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II 
Returned Sales 42 90 

Lentz & Harris 42 90 

Allowance for damaged goods. 

15 
Bills Discounted 1 100 00 

Bills Receivable 1 100 00 

Note of Thompson Rose & Co. paid. 

17 
The E. F. Woods Co. 937 26 

E. F. Woods & Co. 937 26 

Upon incorporation of above firm. (A 
memo, above the a/c of Woods & Co.'s old 
a/c would suffice also.) 

17 
Bills Receivable 340 50 

Loss & Gain 340 50 

Received from J. Fernley for bad account 
of last year. 

25 
Returned Sales 118 40 

Lantz & Harris 118 40 

Allowance for dannaged goods. 

29 
J. Russell & Co. 1 200 00 

Bills Payable 1200 00 

Note for 60 days. 

Note. — By using the Bill Bcx)k as a posting medium, notes received and 
given would not appear in the Journal. 
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Closing Entries, June 30, 19 — 
Manufacturing Account 335062 78 






Stock on Hand June i 




17840 30 




Purchases 




212312 22 




Reserve Dep. Bldgs. 5 % 




1642 00 




" Machinery 8% 


149404 




Factory Expenses 




5843 80 




Wages 




94294 32 


Trading Account 


Freight Inbound 
Manufacturing Account 


299882 07 


1636 10 
285582 58 




Selling Expenses 




I 1733 20 




Freight Outbound 




84373 


Return Sales 
Sales Account 

Trading Account 
Loss & Gain Account 


260948 13 
26188 01 


1722 50 
260948 13 




Discount on Sales 




1682 66 




Salaries 




14000 00 




General Expenses 




SSQi 01 




Stamps & Stationery 




266 39 




Office Expenses 




331 26 




Petty Expenses 




13393 




Insurance & Taxes 




2615 74 




Interest & Discount 




215 99 




Advertising 




320 50 




Subscriptions 




100 00 




Outstanding Expense Bills 




35000 




Interest Accrued 




85 00 




Reserve Accts. Rec. for i % 






Trading Account 
Bad Accounts 


Bad Debts 
Loss & Gain Account 


42791 37 
34050 


95 53 
42791 37 


Discount on Purchases 


3884 70 




Interest & Discount 


77 50 




Loss & Gain 


Loss & Gain 
Undivided Profits 


20906 06 


4302 70 
20906 06 
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GENERAL PROBLEMS 



I. Disbursements 



2463 80 

From the sum of given debits deduct the sum of given credits, to 
find the amount missing. 



2. Amount of Invoice 


3604 25 par of exchange 


48665 


Cost of Draft 


2923 80 




Remittance 


2919 90 




Exchange 


3 90 




D. James Cr., $3604.25, Dr. $2919.90, Cr. Balance $684 


35. 


3. 


OddVs Account 




Balance 


1300 00 


Balance 


450000 


Cash 


139s 00 


\ Net Gain 


5833 74 


Bills Receivable 


359400 


Bills Payable 


1 133 00 


Store & Lot 


945000 




1 1466 74 




15739 00 




4272 26 




15739 00 




15739 00 



Balance overdrawn, $4272.26. 



Balance 

Mdse. 

Accoimts Receivable 

Balance 


Brown^s 

1425 00 
4650 00 
197 1 48 
8046 48 
4272 26 
12318 74 


Account 

Balance 
f Net Gain 
Accounts Payable 

Balance due 


450000 

5833 74 

1985 00 

12318 74 




12318 74 
4272 26 



Odell must pay Brown $4272.26. 
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Lass drGdm 

1 19000 MdscL 
A]>airaiiceforBadDd>ts 375 5^ CocucissioQ 
Net Gain 

CMdl J 5«33 74 

Brown J 5^.33 74 1 1667 4S 

1^2\l CO 



II200 00 
203300 



13333 00 



4. Etiiries 

June 7 Cash 

Over and Short 
" 15 Ova* and Short 

Mdse. 
July 7 Ova* and Short 

A. B. Potter 

Balance to credit of Over and Short, $30.25 



119 75 






"9 75 


14 50 






1450 


7500 






7500 



Journal Entry 









Mdse. 

Cash 

Bills Receivable 

for f . Smith 
" C. E. Butcher 
Consignment 

Bills Payable 
A. Roberts 
Consignments 
Student — Capital 

Cash 

To Thomas Corey 

Trial Balance (balances), $27650.00. 



150000 

250000 

1 150 00 

50000 

202 06 

85000 



350000 



1200 00 
1500 00 

725 00 
3277 06 

350000 
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Trading Statement, Dec. 31, 



Mdse. Inv. 




Purchases 


10600 00 


Deduct 




Inventory- 


2750 00 




785000 


Gross Gain 


4350 50 




12200 00 



Sales 



12200 00 



12200 00 



Profit & Loss Statement, Dec. 31, 



Expense 


150 




Gross Gain from 


Inventory- 


75 


7500 


Trading Statement 435© 00 


Rent 




200 00 


Disct. & Int. 75 00 


Int. on Mortgage 


in 




Interest accrued on Loan 150 00 


arrears 




75 00 


y^ 


Real Estate 


4125 




y^ 


Inventory 


4000 


125 00 


y^ 


Net Gain 






y^ 


(Each $ 2050) 




4100 00 
457500 


X 




X 4575 00 
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Balance Sheet, Dec. 31, 



Cash 


850000 


Mdse. 


275000 


Bills Receivable 


1800 00 


Loan Account 


2000 00 


Accrued Interest 


15000 


George Francis 


275 00 


Stationery Inventory 


75 00 


Real Estate 


4000 00 


Total Assets 


19550 00 



19550 00 



Accounts Payable 
Mortgage Payable 
Int. on Mtge. Payable 

Total Liabilities 
Capital Accounts: 
E. Smith 3277 06 

Net Gain 205000 

Present Capital 
Thos. Corey 3500 00 
Net Gaiin 2050 00 



5597 94 
3000 00 

75 00 
8672 94 



5327 06 



Present Capital 



5 55000 
19550 00 



6. First Trial Balance, $ 119325.00. 



Trading Account, Dec. 31, 



Inventory 




1200000 : Sales 


84000 00 


Purchases 


70000 




Less Returns 


75000 


Returns 


400 


69600 00 




83250 00 


Deduct 




81600 00 




/ 


Inventory 




1460000 
6700000 


/ 


/ 


Wages 




640000 


X 




Wages owing 




20000 


X 




Frci^t 




20000 


/ 




Duty 




15000 y 
930000 / 
83250 00 




GpossGain 








83250 00 



It 
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Profit & Loss Statement, Dec. 31, 19- 



Disct. on Sales 


400 CO 


Expenses 


2000 oc 


Salaries 


1250 00 


Rent 


900 00 


Rent unpaid 


100 00 


Commissions 


75 00 


Machinery Repairs 


5000 


Advertising 1200 




Prepaid 50 


1150 00 


Discounts 


20000 


Depreciations: — 




5 % Machinery 


S50 00 



10% Ofl&ce Furniture 60 00 

7 % Accoimt Receivable 560 00 

Net Gain 2665 00 

9960 00 



By Gross Gain brought 

down 
Interest on Deposits 
Discount on Purchases 




9960 00 



Appropriation of Profits 



10% Dividend 

Surplus 

Loss & Gain Acct. 



2500 00 

1000 00 

58000 

4080 00 



By Net Gain 19 10 
" Net Gain 1909 



2665 00 
1415 00 

4080 00 
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Balance Sheet, Dec. 31, 1910 



Assets 


1 


Mdse. 


1460000 


Cash on hand 


20 00 


" in bank 


2130 00 


Bills Receivable 


2000 00 


Accts. " 8000 




Possible Loss 560 


7440 00 


Prepaid Advertising 


5000 


Machinery iiooo 




5 % Depreciation 550 


10450 00 


Office Furniture 600 




10% Dq)reciation 60 


54000 


Total Assets 


3723000 



Liabilities 



Bills Payable 850 00 

Accounts Payable 7000 00 

Rent Unpaid 100 00 

Wages Owing 200 00 

Total Liabilities 8150 00 
Capital Stock 25000 
Dividend 10% 2500 
Surplus Acct. 1000 

Loss & Gain Acct. 580 29080 00 



3723000 



7. 



Journal 



(a) Cash 

Bills Receivable 

Bills Receivable 
Interest Account 



(6) Bills Payable 
Cash 



(c) GoodwiU 

Hawkins 
Hawkins 

Peterson 



(d) Profit & Loss Account 
Dividend 
Surplus Account 



(e) Loss & Gain 

Reserve for Bad Debts 



15000 
15600 



TOO 00 



1000 00 



2000 00 



3400 00 



423 34 



30000 
6 00 



100 00 



1000 00 



2000 00 



2400 00 
1000 00 



423 34 
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8. 




A. Smith 




1905 






1905 




Apr. 


I Cash 


1000 00 


Jan. I Cash 


8000 00 


June 


I " 


1000 00 


Sept. I " 


^,000 00 


Dec. 


31 Loss 


1200 00 


Dec. 31 Interest adjust- 






Present Capital 


7874 16 
I 1074 16 


ment 


74 16 
I 1074 16 






1 
1906 








Jan. I Present Capital 


7874 16 






£. Harris 




Oct. 


I Cash 


1500 00 


Jan. I Cash 


6000 00 


Dec. 


31 Loss 


1200 00 


May. I " 


3000 00 


11 


" Present Capital 


6371 67 
9071 67 


Dec. 31 Int. Adjustment 


71 67 

QCP/I 67 

4 




% 


H. Dunning 




Mar. 


I Cash 


50000 


Jan. I Cash 


4000 00 


Dec. 


31 Loss 


1200 00 


Aug. I " 


1000 00 


n 


" " Adjustment 


145 83 






i( 


" Present Capital 


3154 17 

5000 00 










5000 00 






Jan. I Present Capital 


3154 17 




Interest Adjustment 








A. Smith 








Cr. 






6% of $8000 = for 12 mo. = 480 00 






3000 = 


4 " - 60 00 





54000 
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6% of loco 
" " 1000 
Cr. balance 



Dr. 

for 9 mo 

7 



(( 



it 



45 

35 = 8000 

460 00 



E. Harris 

Cr. 
6% of $6000 = for 12 mo. 

3000 = o 



(t (( 



Dr. 

6% of 1500 = for 3 mo. = 



6% of 



H. Dunning 

Cr. 
4000 = for 12 mo. 
1000 = 5 



Dr. 

6% of 500 = for 10 mo. = 



Average charge to each 
Dunning pays $ 145 83 



74 16 to Smith 
, 71 67 " Harris 



360 00 
120 00 
480 00 

22 50 
457 50 



240 00 

25 00 

265 00 



25 00 
240 00 

38583 



Bills Receivable 


2400 00 




Interest 


200 00 ' 




Discount 


20 00 




Thomas Brown 




2000 00 


Discount 




240 GO 


Bills Payable 




200 00 


Cash 




180 00 
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10. 



B 



45 00 



45 00 



II. Each partner to have J of $4000 00. 

A 116666 

B 166 67 

C 

For adjustment of Capital Accounts. 



1333 33 



Division of cash $ 2000.00. 



Gain = $ 2000.00 — $i333-33 = $666.67, divided equally, $333-33^ 
A gets $ 1166.66 + $333-34 = $1500.00. 
B gets $166.67 +$333-33 = $500.00. 



12. 



Simon & Luther 
Journal 



Cash 

Judgment Note 
Judgment Note 
Interest 

Cash 
Loss & Gain 

Simon 

Luther 



1 

1200 00 




1 


1200 00 


1200 00 




15 00 






I2I5 00 


I2I5 00 






607 50 




607 50 
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13- 



Result of Errors in Trial Balance 



Ekxors 


Increase 


Memo. 




Dr. 


Cr. 




No. I 

" 2 

" 3 
" 4 
" 5 


27 00 




Not entered 

Cancel and enter to S. F. 

No effect on Balance 


247 52 
15000 


Cr. side by 


27 00 
37052 


397 52 






397 52 


397 52 











14. James Fisher's 


Entries 




Shipment Student 




452500 




Mdse. 






4525 00 


Shipment Bush 




2500 00 




Shipment Student 






2500 00 


Cash 




2244 10 




Shipment Student 






2244 10 


Shipment Student 




219 10 




Loss & Gain 






219 10 
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Student's Entries 


; 




J. Fisher Consignment (in payment 






of freight) 


3500 




Ca.sh 




35 00 


Sloan 


1 2430 GO 




J. Fisher Consignment 


1 


243000 


J. Fisher Consigimient (goods damaged) 


75 00 




Sloan 




7500 


Cash 


235500 




Sloan 


1 


235500 


J. Fisher Consignment (paid freight) 


525 




Cash 


1 
1 


5 25 


J. Fisher Consignment 


7065 




Commission 




7065 


J. Fisher Consignment (net proceeds) 


2244 10 




Cash 


. 


2244 10 



15. 



Empire Company 
Journal, January i, 



Wilson Co. 


17560 00 




Cash 




43000 


Real Estate 




2000 00 


Bills Receivable 




2620 00 


Plant, etc. 




6200 00 


Mdse., Inventory 




5860 CO 


Accounts Receivable 




45000 


Bills Payable 


4760 00 


• 


Accounts " 


2800 00 




Wilson Co. 




756000 


Stock of Wilson Co. 


loooo 00 




Wilson Co. 




loooo 00 


Capital Stock 


loooo 00 




Stock Wilson Co. 


1 


loooo 00 
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i6. 



General Problems 



Harrison Manufacturing Co. 



George Harrison 


SOOOOO GO 




A. Roberts 


lOOOOO CO 




A. Somers 


lOOOOO CO 




George Jones 


15000000 




Unsubscribed Stock 


15000000 




Capital! Stock 




loooooo 00 


Cash 


looooo 00 




Real Estate 


300000 00 




Machinery & Fixtures 


looooo 00 




George Harrison 




500000 00 


Cash 


25000 00 




Patent Right 


75000 00 




A. Roberts 




; looooo 00 


Cash 


looooo 00 


1 


A. Somers 




lOoooo 00 


Real Estate 


50000 00 




Machinery & Fixtures 


50000 00 




Bills Receivable 


50000 00 




George Jones 




15000000 


Profit & Loss 


6655000 




Dividend No. i 




51000 00 


Surplus 




15000 00 


Undivided Profits 


1 

j 


55000 

I 
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17. 



Statement of Condition 





Jan. I 


Dec. 31 


Assets 










Cash 






1300 GO 


loooo 00 


Bills Receivable 






550 00 


1600 00 


Accounts " 






II75 00 


177 06 


Loan 






3SOOO 


35000 


Interest on Loan 








21 00 


Mdse. 






200 00 


600 00 


Real Estate 






900 00 


4000 00 


Total 


447500 


16748 06 


Liabilities 






Bills Payable 






925 00 


175000 


Accounts " 






1405 00 


495000 


Mortgage " 








3200 00 


Total Liabilities 


233000 


9900 00 


Student's Account 










Invested 


2500 


00 






Net Loss (ist Yr.) 


355 


00 






Gain 










Capital 






2145 00 




Gain 






IIOI 53 


3246 53 


Partner's Account 










Invested 


2500 


00 






Net Gain 


IIOI 


53 






Capital 








3601 53 


Total 


447500 


16748 06 


• 







Net Gain $ 2203.065 to each. 
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Journal Entries 



Subscriptions: 






Student 


3000 00 




Partner 


350000 




O.Hale 


2500 00 




T. Scott 


50000 




Unsubscribed Stock 


50000 




Capital " 




loooo 00 


Student 


24653 




Partner 


loi 53 




To Surplus 




34806 


Cash 


1250 00 




A. Hall 




1250 00 


Cash 


250 00 




Organization Expenses 


250 00 




S. Scott 




5COOO 


Loss & Gain 


1200 00 




Dividend No. i 




47500 


Surplus 




52500 



Note. — The above assumes that old books are continued. 



18. 



Journal Entries 



Cash 

Realization Account 
Assets 

Realization of Assets, with loss of $ 1800.00. 



1800 00 
1800 00 



3600 00 
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Brown 

Green 

Black 

Realization Account 

For share of loss in realization of assets. 

Brown 

Green 

Black 

Cash 



600 00 
600 00 
600 00 



180000 



1000 00 
600 00 
200 00 



1800 00 



19. (a) Debit Cash, credit Suspense. 

(b) Debit Suspense, credit remitter. 

(c) Debit Cash, credit J. D. Smith — then debit Stamps and 
credit Cash, get them cashed. 

(d) Debit Expense, credit Cash. 

(e) Debit Equipment $47.00, credit Factory Output $38.75, 
and Labor $8.25. 

(/) Debit Bills Payable $1460.10, Exchange $1.65, credit Cash 
$1461.75. 

(g) Debit Donations, credit Cash. 

Note. — Most of the above may be charged slightly and do just as well. 



20. (a) Debit the Assets 

Credit the Liabilities 

Brown 

Green 



(( 



a 



(This presumes a new ledger.) 



4610 00 



1725 00 
1731 00 
1 154 00 



Net loss, $2115.00 — Brown, $1269.00, Green, $846.00. 



(b) Brown f 
Green f 

To Mdse. 



210 00 
140 00 



35000 
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21. (a) 
Cash 
Bank 
Mdse. 

Bills Receivable 
Interest *' 
A. D. Jones 
H. Barnet 
Real Estate 

Mortgage Payable 

Interest *' 

J. W. Wilson 

P. J. MiUer 

Thomas Kelley, Capital 

21. (b) 

Cash (in Cash Book) 
Bills Receivable (in B. B.) 
A. D. Jones 
H. Barnet 

J. W. Wilson 

P. J. MiUer 

Thomas Kelley, Capital Cr. 



Note. — Most single entry systems keep careful records of cash and notes. 





I20 CO 






2500 GO 






120000 






45000 






3 00 






50000 






260 00 






3200 00 


1000 00 

15 00 

31000 

17500 
673300 




8233 00 


8233 00 


Dr. 


2620 00 




Dr. 


45000 




Dr. 


500 00 




Dr. 


260 00 




Cr. 




31000 


Cr. 




17500 


Cr. 




673300 
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22. 



James Buckman & E. J. Cockburn 



Trading Account, Dec. 31, 19^ — 



Inventory, Jan. 


I 


950000 


Dec. 31, Sales 


40000 00 


Purchases 




26000 00 




/ 


Freight 




15000 




/ 


Duty 




200 00 




/ 


Wages 




60000 






Wages due 




IIS 00 


y 
/ 






36565 00 








Deduct 




» / 




Inventory 




9000 00 










27565 00 j / - 




Gross Gain 




1243500 
40000 00 


/ 






4000000 



James Buckman & E. J. Cockburn 
Profit & Loss Account, Dec. 31, 19 — 



General Expense 

Salaries 

Bad Debts 

Interest 

Unpaid Rent 

Rent & Taxes 

10% Depreciation Plant 

Fur. & Fixt. 
5% Bad Debt Accts. Recv. 
Net Gain 

James Buckman 3317 50 {\) 
E. J. Cockburn 3317 50 (i) 



2000 00 I Dec. 31, By Gross Gain from 
1500 00 1 Trading Statement 
140 00 Insurance Prepaid 



210 00 
250 00 
60000 
800 00 
60 00 
375 00 
6635 00 



12570 00 



Interest Due on Bills Recv. 



1243s 00 

no 00 

25 00 



12570 00 
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Balance Sheet, Dec. 31, 



Assets 




Liabilities 




Cash on Hand 




15000 


Bills Payable 




210000 


" in Bank 




180000 


Accounts " 




460000 


Mdse. 




900000 


Unpaid Rent 




25000 


Bills Receivable 




300000 


" Wages 




115 00 


Interest " 




2500 


Capital Accounts: 






Insurance Prepaid 




1 10 00 


James Buckman 


lOOOOOO 




Accounts Receivable 


750000 




Withdrawal 


145000 




5 % Bad Debts 


375 00 


7125 00 




855000 




Plant & Machinery 


8000 00 




Add Net Gain 


3317 50 




10 % Depreciation 


80000 


720000^ 


Present Capital 




I 1867 50 


Fur. & Fixt. 


60000 




E. J. Cockbum 


1400000 




10 % Depreciation 


6000 


54000 


Withdrawal 


130000 




Real Estate 




6000 00 


Add Net Gain 


1270000 
3317 50 










Present Capital 




16017 so 




349SOOO 


349SO 00 



23. Rule up the account and carry balance forward, with page ref- 
erences. It would be correct to carry totals forward. 

24. Use both money columns in center of page, or both at right- 
hand side with a third column for balances. 

25. Nominal Capital. — The authorized capital of a company 
though not all taken. 

Goodwill. — The value placed ujx)n the trade or good name enjoyed 
by a concern; the earnings capitalized. 

Treasury Stock. — Stock of a corporation which has been donated 
back to the treasury for sale to provide working funds. Sometimes 
used to mean unsubscribed stock. Collateral Security. — Stocks or 
bonds given to a creditor as security for a debt. 

Bad Debts. — Worthless personal accounts. 

Reserve for Bad Debts. — Amount set aside out of profits as a provi- 
sion against possible losses. 

Warehouse Receipt. — Receipt given for goods placed in storage or 
warehouse. 
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OrganizcUion Account. — A record of expenses incurred in organizing 
a company, association, etc. 

Preferred Dividend. — A dividend declared on the preferred stock 
of a company. 

Interim Dividend. — A dividend paid during the year and before 
the books have been closed. 

Impairmeni and Surplus. — An account used to record surplus 
profits or the deficit of a company. A deficit decreases or impairs the 
capital. 

26. (a) Resolution of Directors to that effect, and sanction of 
same by stockholders ia regularly convened meeting. 

Application to State for permission to reduce capital stock from 
$ 50000.00 to $ 25000.00, accompanied by above resolution, dtdy exe- 
cuted and attested. 

Due notice in prescribed newspapers. 

Reorganization, amending by-laws, etc., upon receipt of new charter 
call in all shares, cancel ame, and reissue new shares for half the 
amount. 

(6) Capital Stock 25000 00 

Impairment Account 23000 00 

Surplus 2000 00 

Make records in Minute Book. 

Make entries iii stockholders' accounts in the Stock Ledger. 

Cancel old certificates and issue new. 

Make entry in Transfer Book or Stock Journal. 
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27. (a) In Uoyd^s Books 






Henderson 


5000 00 




House & Lot 




350000 


Loss & Gain 




1500 00 


Mortgage Receivable 


300000 




Interest Accrued 


80 00 




Henderson 




260000 


Loss & Gain 




t 

480 00 


Industrial Stock 


1250 00 




Cash 


1150 00 




Henderson 




2400 CO 


Loss & Gain 


1980 00 




Lloyd, Capital % 




1980 00 


In Henderson^ s Books 




House & Lot 


5000 00 




Lloyd 




500000 


Lloyd 


2600 00 




Loss &. Gain 


400 00 




Mortgage Receivable 


1 


300000 


(Interest may be included if desired) 






Lloyd 


2400 00 




Cash 




1 150 00 


Industrial Stock 


» 


1250 00 


Henderson Capital Account 


400 00 




Loss & Gain 


1 1 


400 00 


27. w 




Uoyd^s Account: 






Income from Rent 


i 


12000 



no 00 



Expenses, $50 plus $48 plus $ 12 = 

Net Income 
Allowing 10% dividends and for 4% on cash 
received, he has income 

Annual gain of income 

He made a gain of $ 1980.00 on the transaction, but this does not 
afifect the annual income. 



310 00 



326 00 
16 00 
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Henderson* s Account: 

On the above basis, his annual income will be $16.00 less than 
heretofore. His loss of $ 400.00 on the mortgage will not affect his 
annual income. 



28. 
Cash 

Uncalled Capital 

Capital Stock 

Profit & Loss 
Surplus 



25000 00 






25000 00 


20000 00 






15000 00 




5000 00 



Balance Sheet (recast) 



Cash, accounts & stock 50000 00 



50000 00 



Creditors 
Capital Stock 
Surplus 



loooo 00 
30000^00 
loooo 00 
50000 00 



29. (a) 



Journal 



On New Books 


i 




Machinery 


80000 00 




Book Accounts Receivable 


44200 00 




Mdse. Inventory 


3950000 




Book Accts. Payable 




30000 00 


BiUs 




30000 00 


Brown, Capital 




103700 00 
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29. {b) Balance Sheet 






Assets 


Liabilities 


Machinery 80000 00 
Book Accts. Receivable 44200 00 
Mdse. Inventory 39500 00 
Total Assets 163700 00 


Bills Payable 
Accts. " 
Total Liabilities 
Brown's 


30000 00 
30000 00 
60000 00 




Interest 1 00000 00 




Brown's 




163700 00 


Surplus 370c 
Present Capital 


) 00 

103700 00 
163700 00 


29. (c) 




On Old Books 






Retiring Partner 
* Brown, Capital 


iioooo 00 


IIOOOO 00 


For net capital of concern turned over. 






Brown, Capital 
Mdse. 
Book Accts. Receivable 


6300 00 


2500 00 
3800 00 


For adjustment of inventories. 






Note. — If desired, the purchase may be en 
instead of on an outside consideration, as abo 


tered throng 
ve presumed 


[h the books, 

• 



30. Provide for all accrued or prepaid items which would otherwise 
be entered as losses or gains for the year, and enter same to the proper 
accounts. Sometimes accrued items are disregarded in case they are 
of a petty nature and the debits and credits are about equal. 

The various items may be entered as inventories direct to the re- 
spective accounts, or journal entries may be made as shown below. 
An adjustment account is sometimes used for assembling such accrued 
items as are indicated in this question. 
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Interest, accrued 


8842 




" prepaid 


4873 




" accrued 


II 18 




(( (( 


44 10 




Income, Coupons 


120 00 




" Dividend 


80 00 




Loss & Gain 




39243 


Loss & Gain 


8636 




Interest, accrued 




2836 


Insurance, premium 




45 00 


Expense, accrued 




13 00 


31. Journal Entries 






Subscriptions 


40000 00 




(R. C. Bennett 20000 00) 






(C. W. King loooo 00) 






(A. R. Lucas loooo 00) 






Capital Stock 




40000 00 


Cash 


5000 00 




C. W. King 




5000 00 


Cash 


5000 00 




A. R. Lucas 




5000 00 


Patents 


30000 00 




R. J. Bennett 




30000 00 


R. J. Bennett 


30000 00 




Subscription 




20000 00 


Cash 




lOOOO 00 


(Settlement for patent) 






Organization Expenses 


290 00 




Cash (expenses of organizing) 




290.00 


Cash 


8000 00 




Surplus Accoimt 




8000 00 


Capital Stock 




loooo 00 
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32. Capital Stock 

Deficiency Account 
Surplus Account 



25000 00 



22500 00 
2500 00 



For reduction of capital and wiping out deficiency. 
The same number of shares will be held hereafter by the various 
stockholders, but of only half the former face value. 
Old certificates must be called in and new ones issued. 
Close stockholders* accounts and reopen on new basis of holdings. 



33. Subscriptions 


50000 00 




Unsubscribed Stock 


30000 00 




Capital Stock 




80000 00 


CaU No. I 


5000 00 




Subscriptions 




5000 00 


Cash 


5000 00 




Call No. I 




5000 00 


Organization Expenses 


loooo 00 




(or promotion expenses) 






Unsubscribed Stock 




loooo 00 



For 100 shares stock issued to the President for promotion purposes. 

Note. — In case of failure of the company, creditors might have a valid 
claim against the receiver of the promotion stock. 
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34. 

Subscriptions 

(John Rutherford 5000 00 
(D. Creighton 5000 00 
(Jos. Lang 5000 00 

(Jos. H. Little 5000 00 
(Tnos. Gordon 20000 00 
Capital Stock 
Mdse. 

Furniture & Fixtures 
Bills Receivable 
Accounts " 

Thomas Gordon 
Thomas Gordon 

Bills Payable 
Accounts " 
Cash 

Subscriptions 
(for other four subscribers) 
Thomas Gordon 
Cash 
(for balance due Gordon) 



Journal Entries 



40000 00 



12500 00 

500 00 

loooo 00 

15000 00 

4800 00 



20000 00 



13200 00 



40000 00 



38000 00 

2000 CO 
2800 00 

20000 00 



13200 00 



Note. — Gordon must make good any loss in realization of assets turned 
over. If desired, part, say $ 1000 00, of the credit due him may be retained 
until assets are disposed of. 
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35. 



Trading Statements, Dec. 31, 



Inventory, i-i-io 
Purchases 
Traveling Expenses 
Trade Expenses 

Deduct 
Inventory, 12-31 -10 
Cost of Sales 
Gross Gain 



2732 GO 

lOOOO GO 

SCO GO 

300 00 



13532 00 
3260 00 


10272 

5978 


00 

90 


16250 00 




16250 00 



16250 00 



Profit & Loss Statement, Dec. 31, ig — 



Rent & Taxes 


85000 


Interest & Discount 


125 00 


Salaries 


i860 00 


Accrued Rent & Taxes 


63 00 


" Salaries 


165 00 


Net Gain 


2915 00 




597800 



Gross Gain brought down 5978 00 




597800 
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Balance Sheet, Dec. 31, ig — 



Inventory, Dec. 31 
Cash on Hand 
Cash in Bank 
Accounts Receivable 
Furniture & Fixtures 
Total Assets 



3260 00 

425 GO 

315000 
4260 00 
100 00 




Accounts Payable 
Accrued Salaries 

Rent & Taxes 
Total Liabilities 
John Smith Capital 6700 
J. Smith Net Gain 2915 

96I5 
J. Smith drawings 1250 

Present Capital 



2602 00 

165 00 

63 00 

2830 00 



8365 00 
I I 195 00 



36. 



Analysis of Bond Issue 



Bond 


Year 


Fifth 


Sth 


Fourth 


4th 


Third 


3d 


Second 


2d 


First 


ist. 


Total 





Annuity 



1000 00 
1000 00 
1000 00 

loco 00 
1000 00 



5000 00 



Principal 



95238 
907 03 
86384 
822 70 
783 52 



4329 47 



Interest 



47 62 

92 97 

136 16 

177 30 
21648 



67053 



Interest on 
Each Bond 



47 62 
45 35 

43 19 
41 14 

3918 



216 48 



Explanation. — At maturity of final bond he receives $1000.00 includ- 
ing 5% interest. Then $1000.00 divided by 105% equals $952.38, face of 
bond, leaving $47.62 for interest. 

End of 4th year : Deduct interest of fifth bond S47.62 from annuity of 
$1000.00 gives $952.38 or principal and interest of fourth bond. $952.38 
divided by 105% equals $907.03, face of bond, leaving $45.35 for interest — 
$47.62 plus $45.35 equals $92.97. 

End of third year : $1000.00 minus ($47.62 plus $45.45) equals $907.03, 
divided by 105% equals $863.84, and interest $43.19. 
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Journal Entries 






Cash 


$1000 00 1 




Investment % 


1 


$783 52 


Interest 




21648 


Principal & Interest ist year's bond. 


1 




Cash 


1000 GO 

1 




Investment % 


1 

i 


822 70 


Interest 


1 1 


177 30 


Principal & Interest 2d year's bond. 


- 




Cash 


1000 00 




Investment % 


1 


• 863 84 


Interest 




136 16 


Principal & Interest 3d year's bond. 






Cash 


1000 GO 




Investment % 




907 03 


Interest 




9297 


Principal & Interest 4th year's bond. 






Cash 


1000 00 




Investment % 




95238 


Interest 




47 62 


Principal & Interest 5th year's bond. 


• 





37. 



Journal 



Bond Investments 


$9565 00 




Bond Interest 


100 00 




Cash 




9665 00 


Cash 


200 00 




Bond Interest 




260 00 


{h) Bond Investment 


103s 00 




Bond Interest 


100 00 




Cash 




113500 



Note. — The amortization of discount and premium not considered in 
above. 
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39. (a) 



A&B 
Trial Balance, Dec. 31, 19 — 



Cash 


1730 30 




Mdse. 


1426 20 




Bills Receivable 


92 90 




Payable 




129 14 


Accounts '* 




4687 76 


Expenses 


180 00 




Insurance 


257 50 




Commission 




69000 


Rent 


475 00 




Loss & Gain 


3000 00 




Real Estate 


3095 00 




A*s Withdrawals 


250 CO 




" Capital 




2500 oc 


B's " 




2500 00 




10506 90 


10506 90 




1 
1 





Commission 



To consignors 



200 00 



200 00 



A&B 



Trading Statement, Dec. 31, 19 — 



Purchases 


1 
17879 00 

• 


Sales 

Inventory 
Gross Loss 


16470 80 

525 00 
901 20 




17897 00 


17897 00 
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Profit & Loss Statement, 


Dec 


' 31, 


^9— 




Gross Loss 






901 20 


1 
Commissions 




490 o& 


Expenses 






180 00 


Net Loss 






5671 60 


Insurance 






257 50 


Ai 




2835 80 


/ 


Rent 






47500 


Bi 




2835 80 / 


/ 


" Unpaid 






15000 








/ 




Real Estate 




3095 










/ 




Inventory 




2200 


895 00 






/ 






Reserve-Bills Rec. 




92 90 




/ 


/ 






Loss & Gain Acct. 




300000 




/ 






■ 


Unpaid Expei 


ises 




21000 
6161 60 


/ 












6161 60 



Balance Sheet, Dec. 31, 19 — 



Assets 




LiabUUies 




Mdse. 


52500 


Bills Payable 


129 14 


Cash 


1730 30 


Accts. " 


4687 76 


Bills Receivable 


92 90 


Rent Unpaid 


15000 


Real Estate Inventory 


2200 00 


Expenses " 


210 00 


Total Assets 


4548 20 


Reserve for Bills Rec. 


92 90 


Insolvency 


921 60 


Due on Consignments 


200 00 


(Each one half) 


5469 80 




5469 80 
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39. (b) Trial Balance, Dec. 31, 


19— 




Cash 


2675 00 




Mdse. 


52500 




Bills Receivable 


1875 50 




" Payable 




475 25 


Accounts Receivable 


3680 40 




Mdse. Sales 




29031 75 


Purchases 


20334 50 




Accounts Payable 




1567 50 


Rent 


900 00 




Salaries 


1200 00 




Expense 


562 50 




Real Estate 


2200 00 




Mortgage Payable 




1800 00 


C*s Capital Account 




2000 00 


A's " 


46080 




B's " 


460 80 






34874 50 


34874 50 









Note. — Evidently Bills Receivable for last year were written o£f against 
the reserve. 





A, B, & C 




Trading Statement, Dec. 31, ig — 




Jan. I Inventory 


52500 


Dec. 31 Sales 


29031 75 


Dec. 31 Purchases 


20334 50 




^ 


Deduct 


20859 50 


^y^ 




" " Inventory 


430000 
16559 50 


/^ 




Gross Gain 


12472 25 
29031 75 








29031 75 
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Profit and Loss Statement, Dec. 31, 19 — 



Dec. 31 Rent 


900 00 


" in arrears 

• 


15000 


Salaries 


1200 00 


Expense 


562 50 


" BiUs Un- 




paid 


60 00 


Net Gain 


9599 75 


(Each i 




3199 92) 


12472 25 



Dec. 31 Gross Gain 

brought down 



12472 25 



12472 25 



Balance Sheet, Dec. 31, 



Assets 




Liabilities 




Cash 


2675 00 


Bills Payable 


475 25 


Mdse. Inventory 


4300 00 


Accts. " 


1567 50 


Bills Receivable 


1875 50 


Mortgage Payable 


1800 00 


Accts. 


3680 40 


Rent in arrears 


15000 


Real Estate 


2200 00 


Expense Bills Unpaid 


60 00 


/ 


14730901 

/ 


Total Liabilities 
Capital Accounts : 
"A" Gain 319992 
" A " Owes 460 80 


4052 75 


/ 




Present Capital 


2739 12 


/ 




"B" Gain 3199 92 




/ 




" B " Owes 460 80 




/ 




Present Capital 


2739 12 


/ 




C's Capital 2000 00 




/ 




C*s Gain 3199 91 


5199 91 


/ 


14730 90 


14730 90 
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40. (a) 



Journal 



Jan. I Cash 


50CX) 00 




Bais Payable 




250000 


li (I 




2500 00 


Apr. I Bills Payable 


250000 




Interest 


37 50 




Cash 




2537 SO 


July I Bills Payable 


2500 00 




Interest 


7500 




Cash 




257500 

1 



(Cash book and Notes Payable book used.) 



40. (b) 



Journal 



Plan No. I 






Real Estate 


10500 00 




Cash 




775000 


Mortgage Payable 




2000 00 


Interest " 




5000 


Reserve for Depreciation 




70000 


Mortgage Payable 


20C0 00 




Interest '^ 


5000 




Cash 


145000 




Mortgage Payable 




350000 


Plan No. 2 






Real Estate 


10500 00 




Mortgage Payable 




350000 


Cash 




630000 


Reserve for Depreciation 




70000 



i62 58. MANUFACTURING AND TRADING BUSINESS 
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J. EiDWQ in Full 
L. Green on Account 
Rom & Co. on " 
T. White in Full 
W. Green on Account 
H. Clark " 
S.Henry " 


W. Weir in Full 
J.Taylor" " 
J. Stuart on Account 

Deposited 

Balance (in Bank) 
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1 64 58. MANUFACTURING AND TRADING BUSINESS 



43- (o) 



Statement of Losses and Gains 



Debits 



Purchases of Goods 
Less Inventory 
Cost of Sales 
Salaries 
Telephone 
Insurance 
Advertising 
Expenses 
Interest Accrued 

Depreciation 
Machinery 10 % 
Real Estate 
Teams 
Fixtures 

Accounts Receivable 
Net Gain 

A J 3968 08 

B h 3968 07 



I02I6 80 


3516 


20 


6700 


60 


1200 00 


60 


00 


75 


00 


140 


00 


268 


75 


75 


00 


90 


00 


100 00 


15 


00 


15 


00 


115 


00 


7936 


15 


16790 


50 



Credits 



Sales of goods 



16790 50 



16790 50 



Statement of Resources and Liabilities 



Resources 




Liabilities 




Real Estate 


1400 00 


Mortgage Payable 


50000 


Machinery 


900 00 


Notes 


817 00 


Teams 


160 00 


Accounts " 


216880 


Fixtures 


200 00 


Interest " 


7500 


Mdse. 


3516 20 


Reserves: 




Notes Receivable 


327500 


Machinery 90 00 




Accounts " 


6250 75 


Doubtful Ace ts. 115 00 
A's Capital 5968 08 


205 00 






B's " 5968 07 


11936 15 




15701 95 




15701 95 
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43. (b) 

Since the same ledger is to be used, the opening entries of the. 
Company will provide dosing entries for A and B. 



A, Subscription 


6000 00 




B, 


6000 00 




C, 


5000 00 




Unsubscribed Stock 


800000 




Capital Stock 




25000 00 


Cash 


500000 




C 




5000 00 


Goodwill 


6385 




A 




3192 


B 




3193 


During the Year: 






Cash 


1250 00 




Notes Receivable 


125000 




Unsubscribed Stock 




250000 


Rea.1 Estate 


350000 




Unsubscribed Stock 




2500 00 


Mortgage Payable 




1000 00 


Cash 


50000 




Unsubscribed Stock 




50000 


At Close of Year: 






Loss and Gain 


300000 




Dividend 




225000 


Surplus 




75000 


During Second Year: 






Cash 


3000 00 




Unsubscribed Stock 1 




2500 00 


Premium 




50000 


Cash 


500000 




Bonds Payable 




500000 


Plant 


500000 




. Cash 




5000 00 


Loss and Gain 


300000 




Dividend 




250000 


Sinking Fund Reserve 




41645 


Surplus 




8355 


Sinking Fund 


41645 




Cash 




4164s 



1 66 58. MANUFACTURING AND TRADING BUSINESS 



44. 



Financial Statement 
Brown & White, Oct i, 19- 



Assets 
Cash & Cash Items 

Goods in Stock 

Consignments — Advanced Charges 



Store & Lot 

Less 5 % Yearly on Store 
Furniture & Fixtures 
Horses & Wagons 
Book Accounts (per Schedule) 
Less 5 % for Possible Losses 
Wages Advanced to Workmen 
Notes Receivable (per Schedule) 
Taxes & Insurance Prepaid 
Total Assets 



8000 00 
650 00 



1459000 
72950 



34SOOO 

3590000 

5500 



73SOOO 
2800 00 

95000 



13860 so 

92 00 

2680 00 

210 00 



67347 50 



Liabiliiies 



Special Loan to Mr. Brown 
Interest Accrued on above 
Mortgage on Property 
Interest Accrued on above 
Accounts Payable on Books 

Unentered 
Notes Payable 
Bank Loan — Secured 
Notes under Discount 
Due on Accrued Wages 
Total Liabilities 
Present Capital of Firm 



2130 00 
4260 00 



4000 00 

120 bo 

400000 

5000 

6390 00 

1540 00 

600 00 

1120 00 

4500 



17865 00 
49482 50 



S8. MANUFACTURING AND TRADING BUSINESS 167 



ExhibUA 



Partner's Statement 



Brown & White, Oct. i, 



Present Capital of Firm 
Deduct Investments: — 
Brown's Investment 
White's Investment 
Less Partners' Drawings 
'' Salaries 

Firm's Net Profit 



tt 



2000000 

15000 00 

331000 

3600 00 



3500000 
6910 00 



49482 50 



28090 00 
21392 so 



Iff, Brown* s Account 



Investment at beginning 
Add J Net Profits 


2200 00 
180000 


2000000 
10696 25 




Deduct Drawings 
Salary 


30696 25 
400000 




Present Capital 




26696 25 



Mr. Whitens Account 



Investment at beginning . 
Add J Net Profits 


IIIOOO 

180000 


1 
15000 00 
10696 25 




Deduct Drawings 
Salary 


25696 25 
2910 00 




Present Capital 




22786 25 



i68 s8» MANUFACTURING AND TRADING BUSINESS 



Exhibit B 



45. The Rapid Motor Co. 

Manufacturing & Trading Statement, Dec. 31, 19— 



Cost 

Inventory, Jan. i, 19 — 

Material 

Tires 

Brass Metal 

Finished Machines 

Tops 

Batteries 

Purchases: 
Tires 

Brass Metal 
Tops 
Batteries 
Salaries & Wages 
Wages Unpaid 

Deduct: 
Tires on Hand 650 70 
Brass Metal on 

Hand , 2460 80 

Machines on 

Hand 24975 4o 

Tops on Hand 560 00 
Batteries on 

Hand 547 80 



4600 00 
720 00 

4675 40 

10746 80 

280 70 

1868 25 

22891 15 

855500 

1097s 40 
97930 
882 IS 

12700 00 
78060 

57763 60 



29194 70 

2856890 
Dq)redat'n Testing Mchy. 60070 



10% 
20% 



li 



ii 



Mfe. 
of Plant 



Gross Gain, to Profit 
& Loss Statement 



255608 

1 136 95 
32862 63 

28374 77 
61237 40 



Proceeds 

Sales, Output 61237 40 

Analysis Mfg. Acct. 
Output 61237 40 

Less Inv. Jan. i 
Materials 4600 00 
Machines 10746 80 ' 

15346 80 
Bal. Mfg. Acct. 




61237 40 
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The Rapid Motor Co. 



Profit & Loss Statement, Dec. 31, 19 — 



Debits 

Insurance 

Advertising 

Expenses 

3% Depreciation Accts. 

ix.ec« 
10% Depreciation Store 

Room Equipment 
Net Gain 



Dividend 10% 
Surplus 
Undivided Profits 



27500 


565000 


1850 65 


4632 


289 62 


20263 18 


28 74 77 


14500 00 


■4000 00 


1763 18 


20263 18 





Credits 

Gross Gain from Trading 
Statement 28374 77 



By Net Gain 



28374 77 
20263 18 



20263 18 



Trial Balance 



Total Jan. i 
Dec. 31 



tt 



141670 78 
29848s 90 
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The Rapid Motor Co. 



Balance Sheet, Dec. 31, 19 — 



Assets 



Curreni: 

Cash 

Goodwill 

A. Jacobs 

Accts. Rec. 

3% Depreciation 



154398 
4632 



Inventory Raw Material 
Finished Mach. 
Testing 



« 



<( 



25650 00 
692492 
500000 

1497 66 

4219 30 

24975 40 

405000 



Property: 

Plant 56847 so 

2% Depreciation 1136 95 557 10 55 
Machinery 25560 75 

10% Depreciation 2556 08 23004 67 
Store & Exhibit 
Room Equipment 2896 20 

10% Depredation 289 62 2606 58 

Stock in Subsidiary Co. 20000 00 

Treasury Stock looooooo 

273639 08 



Liabilities 



Accounts Payable 
Wages unpaid 
Capital Stock 
Net Profit : 
Dividend 
Surplus 
(Undivided Profits) 



2595 30 

78060 

25000000 

1450000 
400000 
1763 18 20263 18 




273639 08 



Dividend due Jacobs $ 500.00 will be credited to his account. 



Analysis of Accounts Receivable 

Goodwill 
A. Jacobs 
Accounts Receivable 



6924 92 
500000 

1543 98 
1346890 
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46. 



Charges 



Purchases by A 

" B 

Expense " A 

u g 

Interest due A 

" fromB 
Net Gain A 
" B 



Trading Accottnt 



« 



1S4 44 

7883 

391 70 

391 69 



330000 

750000 

19000 

loi 00 

75 61 

78339 
I 1950 00 



Sales by A 
" " B 



Sales 



95000 

IIOOOOO 



I 1950 00 



A's Account 



19— 



Sept. 12 
Dec. 30 



TniE 



3 mo. 18 da. 
Interest Bal. 
Balance 



Int. 


Debit 


^9— 


17 10 


95000 


Jan. I 


IS4 44 




" 12 




308614 


July 30 
Aug. 30 
Sep. 6 

Dec. 30 


171 54 


4036 14 






Dec. 30 



Time 



12 mo. 

II " 19 da. 

5 " 

4 " 

3 " 24 da. 

Int. excess 
Net Gain 



Balance 



Int. 


15000 

2 91 

3 13 
30 

15 20 


17154 


171 54 





Credit 

250300 

5000 

12500 

1500 

80000 

349000 

IS4 44 

391 70 

4036 14 

3086 14 



B's Account 



19— 


Time 


Int. 


Debit 


i^— 


Time 


Int. 


Credit 


June 30 
Sep. I 


6 mo. 
4 " 

Int. excess 
Balance 


14400 
16400 


280000 
820000 


Mar. 16 
June I 
July 2 

Dec. 30 

(< It 


9 mo. 15 da. 

7 " 
6 *' 

Interest Bal. 
Net Gain 
Balance 


238 

179 
22500 


5000 
51 00 




30800 


IIOOOOO 

7883 


750000 


Dec. 30 


229 17 
7883 


760100 

39x69 
308614 




30800 


I 1078 83 


30800 


I 1078 83 


Dec. 30 




3086 X4I 







